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The Capitalization Method in 
The Valuing of Homes 


By CUTHBERT E. REEVES, M. A. I. 


Y first reaction after commit- 
M ting myself to writing an ar- 

ticle upon this subject was re- 
gret and dislike for the task, — be- 
cause I then felt that I had little to 
offer. We all prefer to write or speak 
upon those matters with which we are 
especially familiar and upon which 
we may assume some degree of au- 
thority, and most of us suffer from 
mental inertia when faced with a 
problem upon which we have no well- 
founded conclusion, altho we may 
have pre-conceived opinions, or preju- 
dices. As a corollary thought, it 
seemed to me that there would be lit- 
tle to say upon the subject, because 
the answer appeared to be obvious 
that capitalization has no place in the 
appraisal of purely residential prop- 
erty. 


After many years, however, it has 
gradually been impressed upon me 
that there is almost invariably some- 
thing to be said on both sides of any 
question, and conscience, or whatever 
one may call the mentor which pn- 
vately reminds us of our failings, told 
me that it would advantage myself, if 
not those who read, to essay some dis- 
cussion upon this subject. 


After this prefatory apology for the 
shortcomings, if not fallacies, that 
many will detect, I now set forth with 
considerable trepidation what may 
best be described as my ruminations 
upon this subject. 


First, let us define what we mean 
by residential property for the pur- 
pose of this discussion. While apart- 
ments and even hotels are frequently 
included within the residential group, 
they may more properly be consid- 


ered as commercial; residential will 
hereafter, in this article, refer to those 
properties whose tenancy is less fugi- 
tive and which in the main comprise 
single and multi-family structures de- 
signed for indivdual occupancy and 
maintenance. 


It may be taken as fundamental 
that value, in commercial terms, de- 
pends upon the earnings, or the abil- 
ity to earn, of the property under con- 
sideration. Unfortunately for the de- 
termination of earning power most of 
our residential properties, being occu- 
pied by the owner, are not called up- 
on to demonstrate that earning power 
in monetary terms, and are common- 
ly regarded as having some mysteri- 
ous faculties, frequently spoken of as 
amenities. 


In the more costly classes of resi- 
dences there may be certain satisfac- 
tions to particular owners who have 
indulged their preferences, even to 
the point of idiosyncrasy; rich and 
poor alike, however, must recognize 
that property value to the world at 
large is measured by the dollars which 
must be paid in a normal competitive 
market to secure equal facilities, be it 
in rent or in capital investment. 


Complex Factors 


The same difficulty is encountered 
in the interpretation of rental data as 
in marshaling comparative sales as 
criteria of value. Each transaction re- 
flects the necessities or desires of the 
parties thereto, and no one, or several, 
can be considered as conclusive evi- 
dence. Even were the rentals shown 
for numerous parcels, many factors 
must be analyzed before deductions 
may safely be made, and predominant 
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among them is the relationship of the 
premises rented to that under ap- 
praisement, as to both quantity and 
quality. Such a comparison necessi- 
tates the same detailed consideration 
as forms the basis of a summation ap- 
praisal of physical property; the rela- 
tive desirability or utility of land and 
improvements must both be related 
from the known samples to that in 
question. 


So few residential.leases extend be- 
yond the period of one year that we 
may here disregard the complications 
that arise from long term leases, such 
as differentiation between inherent 
value and that excess or deficiency 
ascribable to the terms of such a lease. 
In the case of a short term lease, an 
abnormally high or low rental is too 
impermanent to be considered in de- 
termining property value, and all 
such variants must be reconciled with 
the trend indicated by the mass of 
evidence. As Horace Clark well says 
in Appraising the Home, rents are vol- 
atile and temporary, or sporadic in- 
comes should be discounted to the av- 
erage received over a term of years 
long enough to eliminate the erratic. 


Just as the historical cost of a prop- 
erty is subordinated to the present 
cost to reproduce new, less deprecia- 
tion, so, too, will the experienced ap- 
praiser discard specific income figures 
for those synthetically derived from 
his analysis of all available data. Ob- 
viously, unimproved or vacant proper- 
ty affords no index to value, from 
rentals, and the appraiser must resort 
to comparison with other figures, from 
whatever sources are available. 


Under all, we face a question as in- 
definite as the age-old riddle as to 
whether the fowl begat the egg or 
sprung therefrom. Are we confusing 
cause with effect when we speak of 
earnings as creating value? Is it not 
more logical to assume that, over a pe- 


riod of time which absorbs the eccen- 
tricities of cyclical swings, and for 
property in general, capital demands 
a fair return for its use? 


Capital may represent labor alone, 
raw materials, or a composite created 
by their combination. Vacant, unim- 
proved land is raw material for resi- 
dential sites; its development into us- 
able, salable or rentable, parcels re- 
quires the expenditure of labor and 
more raw materials in the form of 
roadways, water mains, sewers and so 
on, and then additional investment of 
labor and material to produce the ap- 
propriate structures which, to the lay- 
man, create rental value. 


Supply and Demand 


The law of supply and demand, to 
which so many attribute direct deter- 
mination of value, acts to regulate 
wise investment in residential proper- 
ty, as in all else. When there is a 
dearth of suitable domiciles to absorb 
a natural or artificial increase in de- 
mand, capital usually seizes the op- 
portunity to secure greater reward, in 
rentals or from exchange of owner- 
ship. An inordinately great return 
will, however, be but temporary, as 
more capital will quickly be put into 
the field, seeking a share of such ab- 
normal profit. 


Conversely, when over-supply re- 
sults in diminishing returns, capital 
ceases to flow into that channel and 
seeks other avenues for employment. 
The resulting restoration of equilibri- 
um between supply and demand en- 
ables the owner again to secure a fair 
return for the use of his capital. 


From the foregoing discussion it 
probably is manifest that I hold no 
brief for rentals as the genesis of value. 
In common with John Zangerle, and 
others, whose work in comprehensive 
appraising for assessment purposes 
has made consistency the chief desid- 
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eratum, I have for many years favored 
the valuing of physical property upon 
the basis of cost of reproduction new 
less depreciation. Mind you, however, 
that depreciation is a loss of value 
from any source whatsoever, and that 
of course implies full recognition of 
functional depreciation as well as 
physical decrepitude. 


Incidentally, it may well be noted 
that practically everything we own 
and use does depreciate. Nature de- 
stroys or conceals all man’s tangible 
creations; from time to time we un- 
cover relics of past civilizations. So, 
too, our intangible devices are lost, or 
superseded by better conceptions. 


It has been most interesting, and 
gratifying, to note the progressively 
greater trend of late, to relegate “‘mar- 
ket values” and rentals to their prop- 
erly subordinate positions as confirm- 
atory or critical data. The most out- 
spoken condemnation of their short- 
comings comes from their former pro- 
ponent, in Arthur Mertzke’s review of 
valuation principles so ably set forth 
in the October “Journal.” There he 
says “Since market prices and rentals, 
under present conditions particularly, 
are impracticable bases of residential 
values, we are left with cost of re- 
placement minus depreciation as the 
only remaining basic test of home 
value”. 


It is frequently said that appraising 
cannot be made an exact science, but 
many advocates of the capitalization 
method urge that it leads to more ex- 
actitude than conclusions based upon 
comparable sales, or upon reproduc- 
tion cost less depreciation. Just as 
great variation in final value is conse- 
quent to the selection of a rate for 
capitalization as arises from the other 
methods. A further variable that 
greatly affects the result is the manner 
of applying that rate. 





Gross and Net Rentals 


Some authorities recommend the 
use of gross rentals as the basis of 
capitalization, and that has been the 
practice of many owners, agents, and 
renters of real estate, primarily be- 
cause of its simplicity of application. 
Under previous conditions, and espe- 
cially when property values were ad- 
vancing, it was almost universal to 
multiply the yearly gross rent by ten, 
to compute value. More recently, the 
trend has been toward higher capital- 
ization rates, and many now use 12%, 
or 1% per month, and therefore mul- 
tiply the monthly gross rent by 100. 


While such a procedure appeals 
strongly to the layman, because he 
knows gross rents, and because it is 
easier for him to multiply than to di- 
vide, it will be apparent to the student 
that this should be used only as a gen- 
eralization. The vagaries of lease 
terms, variations in maintenance, tax- 
es, and management may produce 
great discrepancies in the net rentals, 
and the net income is the determining 
index to value. Babcock says that 
gross rentals should not be used, even 
for hasty appraisals. 


A better starting point is the net 
rental, after maintenance, taxes, and 
cost of management have been de- 
ducted from the gross; still greater 
refinement will be gained by subject- 
ing those expenses to critical study, 
and by substituting synthetic allow- 
ances for those actually recorded, 
where such modification is justifiable. 
Ordinary depreciation will automati- 
cally be comprehended by the cost of 
maintenance, if that item is based up- 
on average experience rather than ac- 
tual expenditures for one year. Func- 
tional depreciation should be separ- 
ately accounted,—but too often is en- 
tirely unprovided for. 


It is frequently suggested that adop- 
tion of the English system of rating 
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real property for assessment by rent- 
als would be more equitable than our 
own practice; those who make this 
claim probably do not know that the 
English assessments are determined 
by someone’s interpretation as to 
what the gross rent should be, less a 
standardized allowance for expenses. 


The Rate of Capitalization 


Numerous writers upon the subject 
have emphasized the importance of 
selecting the proper rate of capitali- 
zation, and many are the factors cited 
by Kniskern, Babcock, et al. That rate 
depends to some extent upon the cus- 
tom in the locality; it is affected by 
the hazards peculiar to the type of 
property, and by the potentiality of 
increment. Several states have by stat- 
ute endorsed rates of 5 or 6%; public 
regulatory commissions and courts al- 
low 7 or 8% as a fair return upon cap- 
ital, and rent control laws have been 
interpreted to permit as high as 10% 
net. In general it will be found that 
the return upon real property will 
fluctuate approximately as the value 
of money otherwise used. Hence, an 
obviously high rental, when related to 
contemporary general inflation, will 
disclose its economic unsoundness and 
indicate the propriety of using a high- 
er rate of capitalization to offset its 
instability. 


In the October “Journal,” Henry 
Musch, Jr., discusses concisely and in 
novel form this very point. From his 
data it appears that if the rental level 
of 1913 be taken to yield an average 
of 7% on the costs of that date, the 
same rental in 1917 would have to be 
capitalized at less than 4% to produce 
the equivalent construction in current 
dollars. By 1922 the increased rental 
level had approximated the construc- 
tion dollar index so that the yield re- 
sumed a normal rate, between six and 
seven. 


As a generalization, we may assume 
that when the cost of housing index 
does so approximate the general eco- 
nomic index a normal rate of capital- 
ization may be applied, but when it 
varies therefrom modification of that 
rate should be made by multiplying it 
by the factor produced by dividing 
the housing index by the general in- 
dex adopted. To illustrate, in Decem- 
ber, 1932, the N. I. C. Board’s general 
index of the cost of living was 75.1, 
and its housing index was 67.5. Divid- 
ing the latter by the former, we have 
a factor of .9 to be applied to the as- 
sumed normal rate of capitalization; 
if that be 7%, the lag of rentals below 
the general level would therefore in 
this case warrant the use of 6.3%. 


Demonstration of Varying Methods 


To demonstrate the varying meth- 
ods in vogue when capitalizing resi- 
dential net income, and the difference 
in resulting value, we will hypothe- 
cate a single-family house in a good 
residential district where stability of 
value is reasonably certain for many 
years, and no material change in land 
value is to be anticipated. The house 
is well-built, complying with the 
neighborhood development, and we 
will assume that it has an expectancy 
for useful occupancy of 30 years. The 
net rental now is $1,000 per year. In 
normal times one month out of twelve 
is considered proper allowance for va- 
cancy; when economic conditions are 
bad, two months. We will assume that 
10% is fair, and for this and other con- 
siderations increase a normal rate of 
7% in our capitalization experiments 
to 8%. 


With these as basic data, let us see 
how seven men of differing training 
and acumen might prepare their find- 
ings. 


Appraiser No. 1 applies the rate of 
8% directly to the rental of $1,000 and 
his valuation is then: $12,500. 
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No. 2 recognizes that the building is 
not imperishable and therefore in- 
creases his capitalization rate by 2% 
to retire the building, and at 10% his 
valuation is $10,000. 


No. 3 improves this procedure some- 
what by adopting a more definite bas- 
is for amortizing the building; an an- 
nuity of 1.505% for 30 years will suf- 
fice, so he adds this to the 8% and 
finds that at 9.505% his value is $10,- 
520. 


No. 4 has learned that income from 
such a source is not perpetual, and 
that the capital value reflected is meas- 
ured by the present value of an an- 
nuity equal to the net rental during 
the economic expectancy of the build- 
ing. Therefore his value is $1,000 x 
11.258 = $11,258. 


No. 5 considers that the land value, 
being stable, may be capitalized sep- 
arately, but that the income from the 
building should be resolved into cap- 
ital value as in No. 4. He remembers 
that altho Kniskern decries the use of 
different rates for capitalizing land 
and improvements, he approves the 
allocation of income thereto. In his 
judgment the land represents one-fifth 
of the value, and credits it with one- 
fifth of the earnings, which however 
he capitalizes directly at 8%, resulting 
in $2,500. The remaining four-fifths 
he treats as in No. 4, the present val- 
ue of an annuity of $800 for 30 years: 
$800 x 11.258 — $9,006, and his total 
value is $11,506. 


No. 6 believes that as long as the 
building occupies the lot, value is con- 
trolled by the productivity of the 
structure, but recognizes there is re- 
sidual value in the land when released 
to other service. He computes the 
present value of 30 years rental at 
$11,258, and allocates one-fifth of that 
to land. This $2,250 measures its val- 
ue 30 years hence, and the present 
value of that (at 6% because of its sta- 


bility) is x .1741 — $392; and his to- 
tal computed value is $11,650. 


No. 7 agrees with Babcock (et al) 
that income will decrease with in- 
creasing age of the building, and that 
it is no more presumptuous to predict 
a rate of decline than to hold that 
earnings will remain unchanged, as is 
implied by capitalizing present in- 
come. Assuming that the building will 
have considerable earning power up to 
the time when expediency dictates its 
abandonment, he allows an annual de- 
crease of 2%, and computes this in 
five-year steps, to simplify the calcu- 
lation. At the end of thirty years the 
rental is estimated to be reduced 60%, 
or to $400; this, at 8% 


has a present Worth Of.........cc.cccccscsccssscess $4,503 
the 10% additional which will be re- 

CONVERTOR BB FOR Rociccscccescrccccsseisssesie 1,067 

BD Fe WR iviaincesicivicccciccanscsins 982 

SEY Be. Es ceecctanciticenncersnnns 856 

Be Be Bisa kccestiecasariscarnecass 671 

SOO OS PR iernctmcimnistine 399 


1D si ccctseevacapeseccosictebieodesanicetnorsebananctananel $8,478 


He considers that the land is now worth 
1-5 of the total net income, or $200; 
capitalizes that at 6% because of its 
stability, and assumes that the re- 
sulting $3,333 is a fair prediction of 
its value 30 years hence, when re- 
leased. The present worth of this 
SE BE - Bikicivsicciccccnsiesiniesivond $ 580 


and his total value for the property is..$9,058 


A review of these seven methods, 
the first three of which we must admit 
are all too prevalent among apprais- 
ers, shows the following differing re- 
sults, although they all start from a 
common net rental, basic rate, and ex- 
pectancy. 


No. 1 capitalization; no amortization..$12,500 
No. 2 capitalization and amortization 10,000 
No. 8 capitalization and amortization 10,520 
No. 4 present worth of future earnings 11,258 


No.5 capitalization of land; present 
WOTER: SOP WTI cece cecesccnsceccosesesons 11,506 
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No. 6 present worth; reversion value 
MIE SI ah sdshbsstischsnstncnsesaiudassasabeoeencint 11,650 


No. 7 present worth; reversion value 
for land and diminishing income 


INNO | Sia besiccssiccacsseccesdionvedessbaciacs 9,058 


In the writer’s opinion, it is prob- 
able that Method No. 7 will be most 
nearly correct, as it is based upon as- 
sumptions more tenable in the aver- 
age case. First, that over a period of 
thirty years there will be some inter- 
ruption of revenue due to vacancy or 
uncollectible rent. 


Second, that unless more capital is 
invested in the building for addition- 
betterment (other than ordinary main- 
tenance) some definite expectancy for 
useful occupancy must be adopted. 
Third, that present earnings being due 
to the operation of perishable plant 
are not perpetual, and should not be 
capitalized, but computed at their 
present worth. Fourth, that the fac- 
tors which jeopardize such future 
earnings demand a rate for comput- 
ing present value of not less than the 
8% adopted. Fifth, that the value of 
the land is reflected in the total rental, 
and any assumption of potentiality 
therein involves the concept of other 
rentals and revision of the entire hy- 
pothesis of calculation. Sixth, that 
even though the land value remains 
stable, if thirty years is a reasonable 
expectancy for remunerative use of 
the building, the rental secured there- 
from will decrease in some ratio in ac- 
cord with the physical and functional 
depreciation of the structure. That 
this is true will be confirmed by obser- 
vation of the residential trend, not 
only in the large cities, but also in our 
villages. As a district becomes inten- 
sively built up it approaches the zen- 
ith value for that class of residence of 
which it is representative. Slowly but 
surely thereafter that value wanes, 


¢ 


© 


and in a few decades the lower social 
status of its residents is manifested by 
the inferior standard of maintenance, 
and by greater turnover of occupancy, 
with resulting loss of rental and cap- 
ital value. 


An innate desire to have the most 
modern and improved facilities, espe- 
cially among those who are just start- 
ing to keep house, creates a demand 
for new buildings, rather than the 
partial rehabilitation of old structures. 
This is especially so with those who 
can afford to indulge their personal 
preferences in the design and general 
construction of a home. Comparative- © 
ly few care to expend a considerable 
sum for remodeling in a district that 
is passe for their own particular social 
or financial stratum; they know that, 
should the renaissance fail to spread 
in the neighborhood, their investment 
would be impaired and the “amenities” 
secured become their only compensa- 
tion. Construction new is contagious, 
but re-construction is far less so. The 
advent of the automobile has greatiy 
facilitated the supercession of older 
districts by new and more wide- 
spread sub-divisions. 


He who must base his dictum of val- 
ue upon capitalization may well pause 
and consider that, in addition to the 
variants set forth here, he faces the 
problem of selecting a rate, an expec- 
tancy, and a proper net rental to start 
from, and must prophesy that said 
net rental will increase, decrease, or 
continue unchanged. He has this con- 
solation,—that those who rely upon 
comparative market values, or upon 
replacement cost, must exercise their 
judgment,—arbitrarily for some fac- 
tors, and that, moreover, everyone in 
business life must gaze into the crys- 
tal ball before reaching many of his 
decisions. 


o 








HE tax assessor completes his 
| appraisal of the real estate, in- 
cluding every kind and descrip- 
tion, in his district, with the full 
knowledge that he will probably meet 
a great variety of opinions concerning 
the correctness of his values. Where 
he is clothed with the legal presump- 
tion that his work is prima facie cor- 
rect, he also finds his legal responsi- 
bilities are many. They include adher- 
ence to legal rules for obtaining equal- 
ity and the responsibility of acquiring 
the greatest possible understanding of 
the practical aspects of business and 
professional life. It, therefore, seems 
very logical that much good to the 
public will result from the continued 
exchange of ideas between all parties 
interested in the question of property 
values. 


With the laws of most States in 
practical agreement upon a standard 
of value for property assessments, let 
us assume that they are to be fixed at 
“ordinary cash market value” or the 
cash price agreed upon by a willing 
buyer with the means to buy and a 
seller willing but not forced to sell. It 
is most natural, proper, and necessary 
for the assessor to turn to current 
property prices to guide him in his 
work. Being a public servant, he de- 
serves the utmost co-operation in this 
part of his duties. He has every right 
to expect that some prices of property 
have been created under conditions 
agreeing with the statutory rule and 
that such prices are, therefore, the 
best available evidence upon which to 
base his values. The number of usable 
sales prices is, of course, mych less 
than the total number of transfers. It 











The Appraisal of Vacant Subdivision Lots 
For Taxation Purposes 


By PAUL SCHLAGENHAUF 


is understood that a knowledge of 
prices paid for property is merely a 
starting point to be followed by an 
analysis of the motives which caused 
the buyer and seller to act. The as- 
sessor further must study the property 
which changed hands so that finally 
he may determine whether prices cor- 
respond with the general level of val- 
ue for like property. His judgment 
may then be based on current facts. 
He has developed a very broad picture 
of his district. 


In the study of property involved in 
sales, there are, of course, dozens of 
elements considered by prospective 
purchasers. It is a duty of the assessor 
to weigh such elements and assign a 
relative value to them. The United 
States Supreme Court has voiced the 
opinion that the value of property de- 
pends upon its usefulness, both pres- 
ent and anticipated. Such fact justi- 
fies assessments based in varying de- 
grees on speculative value. With spe- 
cial reference to vacant platted lots 
there are perhaps fewer elements of 
market value to be studied than of 
sites improved with structures. How- 
ever, such as are present are probably 
more difficult to appraise because the 
assessor becomes a prophet, as also do 
the owners. Future usefulness is un- 
doubtedly uppermost in the minds of 
buyers; and such future value will be 
estimated differently according to the 
temperament of the appraiser. This 
fact is productive of wide variations 
between various individuals and the 
assessor. The standard of assessment 
value may vary from some current 
prices for many different reasons. 
When variation exists, it is hoped that 
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the assessor’s figures will rest on un- thorough knowledge of the supply of 
biased poise as against possible undue ots on the market. Whether current 
enthusiasm of buyers when highly prices of lots are in harmony with the 
Sattode, It 32 alec hoped that the as, @Vailable supply and apparent need 
auanens ‘teneted picture of property for additional sites is of extreme im- 
generally and his area in particular portance to the assessor in selecting 
will include a study of and result from his standard of value. 


Summary Showing Number of Existing Platted Lots, Acres, Half Acres, Etc., 
Created as Sites for Buildings Together with Number of Such Land Units Im- 
proved with Buildings in Various Districts in Milwaukee County.; 


Data Total Sites Total Sites Total % of 


RICTS — As of One Acre with Bldgs. Vacant Sites 
eee May ist or Less Sites Built On 
FMRI osc cc cecrekecdspencokecachonsocnnccsoncecesciees 1929 6915 793 6122 11.46 

1931 7180 964 6216 13.43 

NN os. od dents dcsnansespnnvenasextisiions 1929 7695 1072 6623 13.93 
1931 6768 1194 5574 17.64 

BES ea isinsc oul, < nica sdakbehanctabnnnedaccontenccmieseeten ene 1929 4646 1114 3532 23.97 
1931 5861 1726 4035 29.45 

RN 6 TOS oS. cap ae anuneabanakauense 1929 4346 559 3787 12.89 
1931 8315 378 3037 11.40 

RNIN oo o5 55 5.4.1 sas an admbtsuscodcdaasaccuesebens 1929 19161 1598 17563 8.34 
1931 19600 1765 17835 9.01 

MIMI oinn52d) ssesnisaasiasaasnenstustobacarsinensseuteinns 1929 4064 1804 2260 44.39 
1931 3911 1877 2034 47.99 


sae aapieuibbithe aekaacdsdacndocpescacer one 1929 111046 85250 25796 76.76 
1931 116148 88030 28118 75.79 


¢€#tsdaaaaanatKt KH HK BG 
= 
2 
i) 
cS 
on 
@ 
@ 


IN NINN nc csccnacetanecashabbensene 1929 9092 1938 7154 21.32 
1931 8436 2162 6274 25.63 

RNR 5 i Suda uoicannaoboseocseicensens 1929 9409 4736 4673 50.34 
1931 9434 5005 4429 53.05 

EE TI es ss ch sdecwemaltacneneeeubwneedacns 1929 7961 6058 1903 76.09 
1931 10591 7305 3286 68.97 

I is chk te hwnecaenaeknaeeen een 1929 8525 2506 1019 71.09 
1931 8716 2652 1064 71.36 

I TAIN nin... s0ccsccsncaiscasoracscocsesse 1929 1414 720 694 50.91 
1931 1345 817 528 60.74 

ee IOI III ii sipasaiscoccichessodssvassssacactscts 1929 5106 1284 3822 25.14 
1931 4978 1627 3351 32.68 

a, 5) ss cs osnoausueseuguasssucaetsaes 194380 109432 S| ren 
RRR IRR car eee. Cee ee 201283 115502 ee 


1. AREAS NOT PLATTED TO STANDARD LOTS: 


In areas of acres, half acres, metes and bounds, etc., character, the figures shown repre- 
sent number of separate assessments covering one acre or less on tax rolls. Such land units 
as they now appear, may be reduced in size in the future, thus creating more than one site 
per present unit. 


2. REGULARLY PLATTED AREAS: 


Accompanying figures in new areas show actual number of lots as platted. In settled 
areas figures reflect number of separate ownerships. In cases where lots have been platted 
too narrow each for a building site, according to modern demands, the number of potential 
sites would be less than actual number of lots. Such conditions are more rare in plats created 
in recent years. 


From the standpoint of accuracy of this survey, conditions as to number of sites in 
group 1 are presumed to offset conditions in group 2, so .that conclusions as to number of 
unused sites, which may be drawn from accompanying figures, are felt to be conservative 
rather than over-estimated. 


Annexation losses and gains account for some minor interruptions in the data. 


+Information taken from tax rolls of the various districts—Author. 
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For guiding the assessor, tabulation 
shown herein made by the Supervisor 
of Assessments of Milwaukee County 
serves to illustrate the line of study 
which it is believed the assessor 
should in some manner accomplish. 


A tabulation of this nature furnish- 
es accurate knowledge of the increase 
or decrease of supply. The annual rate 
at which buildings are erected, if any, 
is useful for the purpose of revising 
the assessor’s judgment on his ques- 
tion of how rapidly “future use” be- 
comes a reality. The same information 
detailed for individual plats localizes 
the assessor’s attention in a very sat- 
isfactory manner. 


It is generally conceded that there 
should always be a reasonable supply 
of platted sites available for normal 
expansion and growth in population. 
When, however, there is a surplus 
sufficient for considerable time, the 
assessor’s attention is forcefully di- 
rected toward a plane of value below 
current retail prices and especially if 
it is apparent that such prices are not 
based upon sound knowledge of the 
condition. 


It is not presumed that buyers gen- 
erally lack necessary knowledge, but 
the study indicated above at least 
places the assessor in a position sec- 
ond to none. Buyers acquire lots with 
two principal intentions; the one for 
more or less immediate use as build- 
ing sites, the other for expected later 
re-sale at some profit. While either 
reason may result in establishing an 
apparent market value, we have ob- 
served that in some instances the re- 
tail prices that result from such cir- 
cumstances render them incompatible 
with the legal standard “ordinary 
cash market value’”’. 


The extraordinary conditions as to 
possible oversupply, unusual facilities 
for marketing, extraordinary intensity 
of sales effort, and, in some instances, 
lack of very essential knowledge upon 
which buyers base a price, may easily 
result in prices toward which the as- 
sessor should be conservative. In the 
absence of any unusual or extraordi- 
nary conditions effective in producing 
sales prices incompatible: with the le- 
gal rule, there still remains most im- 
portant reasons why assessments 
should not be in agreement with pre- 
vailing retail prices. 


As of all property, the assessor is 
required to understand the nature of 
the subdivisions under scrutiny. They, 
of course, ordinarily are the result of 
evolution. Various previous steps have 
been taken to fit the land for more in- 
tensive uses, each presumably justify- 
ing a corresponding higher plane of 
value. 


The subdivider begins with a tract 
of land and from it develops the lots. 
He incurs various expenses for neces- 
sary legal work, surveying, grading 
and otherwise changing the physical 
appearance or condition of such lots. 
It is also fairly assumed that he in- 
cluded in the project certain vision 
and planning which will react to the 
benefit of later users. 


The subdivider is now in the posi- 
tion of the merchant who expects to 
break up his mass of merchandise and 
dispose of the prepared small units by 
retail methods. 


The question for the assessor at this 
point is, of course, to determine how 
much market value has thus far ac- 
crued. Let us name this point in the 
life of the project as the “date of mar- 





area 


eee. ee 


LEP BE OT REED ETE DET 





% THe JOURNAL OF THE AMERICAN INSTITUTE OF REAL Estate APPRAISERS 





keting’’. The usual intent is by further 
effort and expense to secure such re- 
tail prices as will result in a deserved 
profit from the entire project. At this 
point, the assessor may even be called 
on to determine whether the costs 
thus far accumulated have been justi- 
fied by prospective conditions. Is the 
plat merely another addition to an al- 
ready existing surplus of plats or does 
it properly fill a place and meet a need 
in the growth of the community? 


There can be no doubt that the as- 
sessor at this “date of marketing”’ is 
prevented from including in his value 
any expense not yet incurred, but 
which will be necessary to retail the 
lot and transfer it to its next owner. 
There will be such future expense for 
advertising, general overhead, and ac- 
tual outlay for salesman’s commis- 
sions, etc. With these presumed addi- 
tions to market value yet to be added, 
the assessor has for consideration only 
the present accumulated marketable 
values. His basis, therefore, should be 
a standard very similar to a wholesale 
value of merchandise in the hands of 
any merchant. As indicated, such val- 
ue in a normal situation would be 
greater than the cost of raw land only, 
and would include any added expense 
and the value of vision and effort 
which it would be fair to assume has 
really added marketable value to the 
project to “date of marketing”’. 


Whether such value is the proper 
base will further depend upon the ne- 
cessity or demand for the project. The 
plat which cannot be marketed under 
usual methods probably is not worth 
the investment at “date of market- 
ing’’. In rare cases, tracts of land are 
platted which are so over-ripe for the 
purpose that the assessor will find an 


immediate value greater than the 
standard corresponding to the whole- 
sale cost of the merchant. From the 
standpoint of a normal subdivision in 
a normal time, the assessor is also 
faced with another situation which 
does not occur frequently, but which 
has happened. The entire project at 
“date of marketing” or at some time 
thereafter may be sold in its entirety 
by the subdivider. The price in such a 
transaction is bound more nearly to 
approximate wholesale value than the 
expected retail price of the unsold 
portion. Such sale could be normal 
and could meet the statutory defini- 
tion of market value and would be 
evidence of market value which the 
assessor would be bound to recognize. 


From “date of marketing” on, the 
effect of advertising and other sales 
effort, etc., becomes attached to the 
project. Under normal circumstances 
these should become additions to mar- 
ketable value, but the assessor cannot 
presently value things yet to be cre- 
ated. 


As the subdivision progresses and it 
becomes more and more evident that 
disposal of the lots at retail is becom- 
ing a certainty, then the assessor 
soundly concludes that the extra ef- 
fort and expense from ‘‘date of mar- 
keting” has proven justifiable and 
there is now present new additional 
market value since such date. His as- 
sessments starting at wholesale level 
now move on up toward the retail 
plane as his judgment dictates. 


The normal appearance of struc- 
tures erected without special induce- 
ment from the subdivider and the in- 
crease in number furnish additional 
very sound evidence that the subdivi- 
sion satisfies a present public need. 
These facts should influence assess- 
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ments to rise from the wholesale 
plane. 


It is, of course, fortunate for the 
assessor when original purchasers of 
lots from the subdivider begin to sell 
in a normal manner to others. The 
prices thus established generally oc- 
cur some where near the maturity of 
the plat and the assessor may adjust 
his previous estimates by such more 
reliable and concrete evidence of val- 
ue. 


In the assessor’s work, there arises 
a natural question as to: whether un- 
sold lots in the hands of the subdivid- 
er should carry the same assessment 
as those owned by various individuals. 
The answers are several, but all point 
to the same standard of assessment 
for all the lots. We have that repu- 
table rule that the value of property 
depends upon its usefulness, present 
and anticipated. In a maturing specu- 
lative project, surely the future use- 
fulness must carry the more weight, 
and it seems certain that the matured 
value will be influenced in no manner 
by the question of who owns the lots 
in the growing stage of project. Fur- 
ther, we find physical elements of 
market value attach alike to all lots. 
Governmental benefits for which tax- 


es are levied are rendered equally to 
all lots. And finally, it would be rare 
indeed for the owner of a single lot to 
secure a higher sale price than the 
subdivider for his lot. 


Occasionally the unsold balance of 
a plat is disposed of in a mass. The 
price obtained may inject new evi- 
dence of market value, but the fact re- 
mains that the owner of one lot has 
no advantage in competition with the 
owner of the larger number. If the 
new evidence is strong enough to ne- 
cessitate a readjustment to the as- 
sessed value, such change must apply 
to all the lots in the subdivision re- 
gardless of ownership. 


Thus proper assessments of vacant 
platted lots are based upon the as- 
sessor’s best judgment of many fac- 
tors of intangible nature. He observes 
the progress in the growth and ma- 
turity of the project. He sees specula- 
tion in prices decrease as intended use 
becomes an actuality. As he has seen 
the project develop and mature, so 
have his assessments risen from a hesi- 
tating wholesale plane at date of mar- 
keting to a final plane corresponding 
to prevailing matured value. The task 
is difficult. It is hoped that appraisers 
will generously co-operate with all as- 
sessors. 
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Economic Factors 


By GEORGE L. SCHMUTZ, M.A.L., 
and LORING O. McCoRMICK 


ITHOUT doubt, the most im- 
WV portant of all phenomena af- 
fecting the market price of real 
property (or common stocks) is the 


fluctuations in the Creditors’ and 
Debtors’ Positions. 


The Creditor’s Position may be de- 
fined as the mortgage on the proper- 
ty; or, it is that part of the price of 
the property which can be encum- 
bered with a prime first mortgage; or, 
generally, it is the first half of the 
price of property. 


The Debtor’s Position is the equity 
in a property; or it is that part of the 
price of the property above the mort- 
gage; or above the mortgagable inter- 
est,—generally the second half of the 
price of the property. 


Hence, if a property is worth $10,- 
000.00 and is encumbered with a $5,- 
000.00 mortgage, the Equity (or bor- 
rower) is said to represent the Debt- 
or’s Position, and the Mortgage (or 
mortgagee) is said to occupy the 
Creditor’s Position. 


The following discussion will point 
out: 


Effect of Price Changes 


1. that changes in the price of property 
generally occur in the Debtor’s Posi- 
tion (the equity) and not in the 
Creditor’s (mortgage) ; 

2. that such changes in price will in- 
crease the value of the Debtor’s Po- 
sition during a rising real estate mar- 
ket; or decrease it during a falling 
market; 

8. that such changes in price will not 
affect the price of the Creditor’s Po- 
sition, but will affect its value; 

4. that the reason for the statement in 
the preceding paragraph is because 
of a Redistribution of Value—in 
which the Debtor gains during rising 
prices, and loses during falling prices. 


Before proceeding with further ex- 
position, it will be advisable first to 
define Price and Value. 


Price may be defined as that sum of 
money (measured in dollars) neces- 
sary to purchase a commodity; or the 
cost of construction of a building, etc. ; 


Value may be defined as the ability 
of one commodity to command other 
commodities in exchange (purchasing 
power); or the ability of a structure 
to produce income, or to earn interest 
when completed. 


In a hypothetical case, in the year 
1914, a property may have sold for 
$100,000.00 and at the same time 
would have commanded 100,000 units 
of commodities in exchange (say, 
100,000 bushels of wheat, valued at 
$1.00 per bushel, for ease of concept) ; 
in 1924, this same property may have 
sold for $200,000.00, at which time it 
would have similarly commanded 
100,000 units of commodities in ex- 
change (say 100,000 bushels of wheat, 
the price of which had risen to $2.00 
per bushel, for sake of clarity). Fur- 
ther, assume that the property was 
encumbered with a $50,000 mortgage 
during the entire period. Thus, the re- 
lationship existing between the Cred- 
itor and the Debtor may be shown as 
follows,— 

Year 1914 Price Value 
Sales Price 
of Property — 
$100,000 = 100,000 units of goods 
Mortgage 
(Creditor’s Position) — 
$50,000= 50,000 units of goods 
Equity 
(Debtor’s Position) — 
$50,000= 50,000 units of goods 





This is the third of a series of articles by Messrs. 
Schmutz and McCormick on the Economic Approach 
to Valuation Procedure. The fourth article will appear 
in the April issue. 
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In the meantime (1914 to 1924), 
the prices of all commodities ad- 
vanced. Let it be assumed that they 
doubled. In 1924 it required $2.00 to 
purchase that which $1.00 would have 
bought in 1914, then— 


Year 1924 

Sales Price 

increased to — 
$200,000 = 100,000 units of goods 


Price Value 


Mortgage 
(Creditor’s Position) — 
$50,000 = 25,000 units of goods 
Equity 
(Debtor’s Position) — 
$150,000 = 75,000 units of goods 
Thus is it seen that without any 
change in the value of property, there 
has been as regards price :— 
1. a 100% increase in the price of total 
property pe 
2. a 200% increase in the price of the 
debtor’s position (the equity) 
8. no change in the price of the cred- 
itor’s position (the mortgage). 
But, as regards value,—no change 
in the value of the property, but 
1. a 50% increase in the value of the 
debtor’s position (equity) 
2. a 50% decrease in the value of the 
creditor’s position (mortgage) 
This clearly illustrates that an in- 
crease in prices brings about a Redis- 
tribution of value, during which the 


Debtor profits at the expense of the 


Creditor. 


Conversely, a Decrease in price 
brings about opposite results, i. e., the 
Creditor profits at the expense of the 
Debtor, e.g., if it is assumed that, from 
1924 to 1930, prices declined 25%, 
then in the year 1930: 


Price Value 
Sales Price 
declined to 
$150,000 = 100,000 units of goods 
Mortgage 
(Creditor’s Position) 
$50,000 = 38,333 units of goods 


Equity 
(Debtor’s Position) — 
$100,000 = 66,667 units of goods 


Thus is seen the effect of Price 
Changes upon both the Price and the 
Value of the Debtor’s and Creditor’s 
Positions. 


The purpose of this discussion is for 
the reason that such transfers of val- 
ue (purchasing power) from one po- 
sition to the other (from debtor to 
creditor, and vice versa), occasioned 
by changes in the prices of commod- 
ities, and of real estate, profoundly 
affects the market price of real prop- 
erty in many ways, particularly 
through fluctuations in the “Overall” 
capitalization rate at which property 
sells, because — 

1. during a rising market—the Risk of 
ownership (debtor’s position—equi- 
ty) is lessened, which in turn reduces 
the Risk Factor, and this then re- 


duces the “Overall” rate of Capital- 
ization; 


2. during a falling market—the Risk of 
ownership (debtor’s position—equi- 
ty) is increased, which in turn in- 
creases the Risk Factor and, there- 
fore, increases the “Overall” rate of 
Capitalization. 

The effect of commodity price 
changes upon the purchasing power 
of both the Debtor’s and the Credi- 
tor’s Positions are graphically shown 
on the accompanying chart. It is seen 
that when the price level rises, the 
Debtor gains in purchasing power at 
the expense of the creditor; converse- 
ly, during a falling price level, the 
Creditor is the gainer. 


The moral to be deduced from this 
observation is that one’s funds should 
be invested in the debtor’s position 
during a rising market, that is—in 
equities such as encumbered real es- 
tate or common stocks of corporations 
with a funded debt; conversely, dur- 
ing a falling market, one should occu- 
py the creditor’s position, i. e., have 
investments in first mortgages, bonds, 
etc. 
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Long Term Tendency of Land to Rise 
in Value 


Land is differentiated from its part- 
ners in production in that it does not 
possess a supply price based on cost, 
and this gives Labor, Capital, and Or- 
ganization preferred claims on the 
Joint Product. The prices of Labor, 
Capital, and Organization can never 
sink permanently below their costs, 
while that of Land may fall to zero. 
This, however, is only looking at the 
matter from one side. A supply price, 
based on costs, may sever the value of 
Land entirely should the Joint Prod- 
uct be too small to satisfy the mini- 
mum costs of Labor, Capital, and Or- 
ganization, but it also shears off their 
prices when they rise above their costs. 
In the case of any commodity, a price 
above cost will create a greater sup- 
ply which in turn will lower the price. 
In the long run, its price tends to be 
set by its cost of production. The same 
tendency is true of wages, interest, 
and profit. This connection between 
earnings, capital, and organization, 
and the supply of them acts as a check 
on their rise. For Rent, there is no 
such check; high rents do not increase 
the actual area or amount of Land — 
there is no limit to the proportion of 
the Joint Product that may go to the 
Land except the minimum costs of the 
other factors in production. With in- 
creasing population, the tendency is 
ever for Land to exact a relatively 
larger share of the Joint Product and 
to press down on the returns to the 
other factors, and to exact a greater 
and greater share of the Joint Prod- 
uct for its owners. 


In this respect, it has been previous- 
ly pointed out that the tendency is for 
Land to exact a greater percentage 
share of the Joint Product, as popula- 
tion increases. This is true only if the 
per capita production fails to increase 
as rapidly as the population; if the 
per capita production increases more 


rapidly than the population, then the 
percentage of the Joint Product to 
Land would tend to fall. This relation- 
ship between the per capita produc- 
tion and population must be kept con- 
stantly in mind as the population 
growth in the United States and some 
other countries is rapidly approaching 
a point of saturation, i. e., if the same 
declining percentage rate of popula- 
tion increase continues, our population 
will become stationary in another few 
decades. While our population rate is 
rapidly slowing down, our productive 
rate of increase of wealth is about 
3.5% per year, and as a long term 
process, looking ahead as far as we 
may, a greater and greater share of 
the increase in production of the fu- 
ture will go to Labor and a lesser and 
lesser percentage will go to Land and 
to the other productive factors. 


While a lesser and lesser percent- 
age will go to Land, it is by no means 
to be interpreted that Land will de- 
cline in value, but rather that the 
quantity of surplus productivity to 
Land will increase more or less pro- 
portionately to the increase in the pro- 
duction per capita—thus increasing 
its value, but at a lesser rate than the 
increase in the standard of living. 


Rent — What It Is 


Rent is that share of the “Net Prod- 
uct” paid to owners of land for the 
part Land plays in production. By Net 
Product, we mean the difference be- 
tween the Joint Product and the Costs 
of Labor, Organization, and Capital, 
i. e., Surplus. 


The average person considers Rent 
—not as above defined, but rather as 
a payment for the use of the capital 
invested in or upon the Land. This 
conception of Rent has a practical 
basis for the reason that Capital in- 
vested in or on Land becomes merged 
with the land itself, and tends to have 
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its value determined in much the same 
manner. The Rent paid for the use of 
a store building is the Joint Product 
of both Capital and Land, and the 
value of both is set by their net earn- 
ings. For appraisal procedure, it is 
necessary to make a sharp differen- 
tiation between the return to Capital 
and Land, and only by so doing can 
we arrive at an estimate of their pro- 
ductivity or contribution, and their 
market value when combined. For this 
reason, it is necessary that an apprais- 
er have a fairly wide knowledge of 
the Law of Supply and Demand, if he 
is to understand how the value of land 
and Rents are set. 


Rent — How It Arises 


Land is demanded as a factor in 
production because, by its use a prod- 
uct may be produced, or a service 
rendered, or a profit won. The use of 
Land involves costs, and unless the 
Joint Product has a value in excess of 
such costs, no one would pay for the 
privilege of using the Land. Irrespec- 
tive of who owns land, a share of the 
Joint Product of Land, and another’s 
labor cannot be exacted unless the 
Joint Product is more than sufficient 
to support labor. Even slaves must be 
fed. 


This is considering the whole prob- 
lem of production as though there 
were but two factors in production— 
Nature and Man, and in a most rigor- 
ous sense, this is true. However, in a 
practical sense, the other factors in 
production are Organization and Cap- 
ital, which result from sacrifice and 
the use of which involves costs. Labor, 
Organization, and Capital—each has 
its supply price based upon their re- 
spective costs, and upon the payment 
of these costs depends the existence of 
an adequate supply. Labor, Organiza- 
tion, and Capital have a preferred 
claim upon the Joint Product of the 
productive factors, and these claims 


must be paid or the supply of these 
productive factors will diminish or 
cease. 


Land has no supply cost, that is to 
say, no sacrifice was necessary to 
bring it into existence, nor was any 
Labor involved in its creation. All 
Land and Natural Resources were fur- 
nished by Nature, and most Land was 
in existence before Man appeared on 
the scene. For these reasons, Land has 
no Supply Price, but does have a De- 
mand Price, and this Demand Price 
tends to be set by what remains of the 
Joint Product after the costs of Labor, 
Organization, and Capital have been 
paid. Viewed in this light, the share 
which we can impute to Land for the 
part it plays in production is in its 
very nature a Surplus of Productivity, 
and this surplus, when capitalized, 
tends to establish the Demand Price 
for Land. 


Land which barely pays the cost of 
working or using is known as ‘“‘mar- 
ginal”’ land, and it is on the margin of 
productive Lands or Natural Resourc- 
es that the supply prices of Labor, Or- 
ganization, and Capital are set. At 
this margin of production, the price 
received for the Joint Product is equal 
to the cost of the productive factors. 
If a greater Joint Product can be pro- 
duced for the same costs on better 
Lands, a surplus above costs will arise 
which surplus can be exacted as Rent. 
The greatest Rent that will be paid 
for the use of any Land is the differ- 
ence between what the productive 
factors can produce on it as compared 
with what the same factors could pro- 
duce on marginal land. This is shown 
in the following tabulation: 


Marginal Land 
1. “Foint POGUE ..5... rescence $100.00 per acre 


2. Cost of Production — 
a. Of inbor ..:..:..: $65.00 
b. of organization $ 5.00 
ce. of capital ...... $30.00 ..$100.00 per acre 


Oe IRI Ee TIE co viicsssncicecesnsecsscsscesceqsset none 
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Superior Land 
1: BORE PERO io cecsksciceossici $130.00 per acre 
2. Cost of Production — 


&: OF OOF cca $65.00 
b. of organization$ 5.00 
ce. of capital ...... $30.00 ..$100.00 per acre 


8. Surplus to Rent................ $ 30.00 per acre 


Thus is it seen that on the superior 
Land, the maximum rent which can 
be exacted for the use of, or paid 
therefor, would be $30.00 as shown in 
the above tabulation. 


If the price received for the Joint 
Product were to increase, or if the 
costs of the productive factors were 
to fall, the amount which could be 
paid as Rent would increase. This has 
led many to the conclusion that Rent 
is the result of Price, and not the cause 
of price. This conclusion is a partial 
truth only, and Rent should always be 
considered as the difference between 
the price received and costs of the 
other productive factors. Viewed in 
this light, Rent appears merely as the 
relationship existing between the val- 
ue of the Joint Product and the costs 
of the productive factors, and there- 
fore, is not an actual result of price. 


Strictly speaking, Rent can be a 
partial determinant of price, as we 
have seen that the cost of the other 
productive factors are set at no-rent 
marginal Land. The point where Rent 
arises is at the point where the cost of 
the productive factors are set, and 
from these costs where Rent starts, is 
set the price for commodities, from 
the supply side. 


Rent — Factors Affecting It 


We have been considering rent 
mostly from the standpoint of Utility. 
We shall now consider rent from the 


Scarcity side. No matter how much 
fertility land possesses, if there be a 
super-abundance of it no one will pay 
for the privilege of using it. This state- 
ment becomes clear when we consider 
the Amazonian jungles at present, or 
Western America 100 years ago. 


In a previous discussion we have 
seen that production is composed of 
four factors, namely,—Labor, Capital, 
Organization, and Land. Among these 
factors, Land differs from the others 
in that the supply of it is limited by 
nature. Labor, Capital, and Organiza- 
tion are capable of increase, and do 
increase, but the area of Land is fixed 
by Nature. With the Earth’s surface 
fixed, and with population growing, 
it is clear that Land must be more in- 
tensively used, or additional areas not 
before used must come into utiliza- 
tion. The means by which this has 
been and is being accomplished is 
transportation. The invention and use 
of the steamboat, railroads, automo- 
biles, and trucks has allowed of the 
opening up of new supplies of reserve 
lands during the past one hundred 
years. Our ever-increasing population 
in cities is cared for by trolley and in- 
terurban systems together with auto- 
mobiles which brings new land into 
use, or increases the intensity of use 
for land already employed. We thus 
see that the available supply of Land 
for certain purposes can be increased 
by the agency of transportation and, 
in the case of agricultural lands, we 
must recognize that deeper plowing, 
better pest control, irrigation, better 
seed selection, etc., are equivalent in 
their effects to an increase in the sup- 
ply of Land. All these factors must be 
borne in mind when considering Rent, 
but it is more necessary that we know 
the absolute limitations placed on the 
supply of land by Nature. 


o¢ ¢ 








Changing Aspects of Real Estate Appraising 


By Ep W. HOPKINS 


RGUMENTS for real estate own- 
ership have in the past been 
substantially as follows: 


Real estate is inherently endowed with 
more beneficial qualities than any other class 
of property. It not only satisfies immediate 
needs, but serves as security for the welfare 
of future generations in the supply of food, 
raiment, shelter, and many other require- 
ments. The beneficial qualities of most com- 
modities are soon exhausted; capital expend- 
ed for their acquisition is generally returned 
only in the satisfaction of immediate neces- 
sities. 


But while land may also be endowed with 
such transitory characteristics, it also has the 
unique quality of bestowing benefits in per- 
petuity; it serves to conserve rather than to 
dissipate capital and will return the worth of 
its use periodically. 


The quality and quantity of the benefits of 
real estate so greatly exceed those of any 
other class of property that it either directly 
or indirectly serves as security for most of 
the capital investment of the nation. Many 
may think themselves unconcerned as to the 
worth of real estate, yet no one is so humble 
that his welfare is not vitally affected by it. 
Real estate, therefore, existing as it does to 
serve mankind in so many ways, must be ac- 
knowledged to be our most important item of 
property. 


There was much merit in this line 
of argument. 


Prior to the break in market values 
in 1929 the appraisal of real estate, as 
well as that of commodities, appeared 
to be on a sound basis. Appraisers 
made valuations from day to day and 
subsequent sales and the earning pow- 
er of property thus appraised ap- 
peared to vindicate their judgment. 
In fact, so certain were real estate ap- 
praisers throughout the United States 
of their methods of appraisal that they 


did not hesitate to express their 
thoughts in writing along this line. As 
a consequence there were written, 
prior to 1929 many books, pamphlets, 
and essays reflecting the writers’ con- 
ception of what constitutes proper ap- 
praisal practice. The main difference 
between the various writers was the 
degree of refinement of the methods 
of procedure generally acknowledged 
as being correct. 


Came the Collapse of 1929 


After the collapse of the stock mar- 
ket in 1929, rapidly followed by a de- 
cline in the price of all commodities, 
including labor and real estate, these 
same appraisers gazed in alarm and 
apprehension upon their previous ap- 
praisals. Firms which were wont to 
make long term leases now look back 
and wonder how they ever could have 
thought that the property was capable 
of such earning power as they then 
estimated in the writing of their leas- 
es. Banks and insurance companies 
throughout the United States look 
longingly at appraisals which were 
the basis of loans upon property, and 
the officers of these institutions have 
many times wished sincerely that the 
appraisals had been materially less 
than those upon which the loans were 
predicated. In fact, it is common 
knowledge everywhere that mortgage 
loans upon real estate have been so 
much in excess of their true worth 
that it has been impossible either for 
the borrower to repay them or for the 
lender to liquidate the assets and re- 
cover the amount loaned. 


| 
This distressing situation, due to ap- 
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praisal by methods which were as- 
sumed to be correct, has caused the 
closing of hundreds of banks through- 
out the United States, as well as of 
loan and mortgage companies, and has 
brought misery everywhere. This sit- 
uation, however, is not without its 
bright side, because it has caused all 
appraisers and those associated with 
appraising to stop, study and analyze 
certain conditions and factors with re- 
lation to real property to which they 
had not heretofore given the proper 
weight and consideration. 


Three Main Divisions 


Let us look back for a moment prior 
to 1929 at some of the larger general 
classes of real estate appraisals. There 
was that class of real estate apprais- 
als which had to do with the lending of 
money. That is, appraisals by banks, 
mortgage companies, etc., which had 
their appraisers ascertain the value of 
property for the purpose of negotiat- 
ing loans. There was another large 
class of appraisers throughout the 
United States whose particular busi- 
ness was to determine the value of 
property for the purpose of condem- 
nation; and lastly there was that very 
large group of appraisers who were 
public officials, assessors, who were 
charged with placing a value upon 
property for the purpose of taxation. 


A bank or mortgage appraiser was 
chiefly concerned with the liquidation 
value of the property upon which 
money was to be loaned. With that 
thought in mind he used as his prin- 
cipal guide in determining value the 
sale price of that and similar property. 
Having ascertained that property of a 
similar kind could be sold, and at the 
time was sold, on the market at a cer- 
tain figure, he felt justified as a result 
of such information in placing a loan 
upon the property in keeping with 
such selling price. As the cost to the 


last buyer is, in a speculative market, 
an index to what it may be resold for, 
appraising for loan purposes resolved 
itself largely into a cost finding proc- 
ess. 


The appraiser who was concerned 
with condemnation proceedings 
viewed the property in a somewhat 
different light. Not only did he con- 
sider what the owner had paid for the 
property and what had been paid for 
similar property within a reasonable 
period of time, but he would only too 
often allow his imagination to run 
rampant when contemplating possible 
(if not probable) future enhancement 
of the property appraised. It was his 
evident purpose to build up the high- 
est possible “‘value”, if he represented 
the parties whose land was being con- 
demned, and he went at this task with 
vigorous enthusiasm. 


Assessors More Conservative 


Assessors in general throughout the 
United States followed dogmatically 
their old methods of designating val- 
ues. They had over a series of years 
been inquiring diligently into the sales 
and asking prices of property and 
used this information in the establish- 
ment of their land values. The values 
of the improvements were as a rule 
assumed to be the depreciated repro- 
duction cost. During the constantly 
rising property values, due to an ever 
increasing population influx, this 
method was for all purposes fairly ac- 
curate; besides it had the merit of 
popular acceptance. Assessors would, 
however, discount to a considerable 
extent the property values thus ob- 
tained, allowing for a bit of over-en- 
thusiasm on the part of owners as to 
possible selling prices of their prop- 
erties. 


All Seemed Satisfied 


In fact, so satisfied were all three 
of these larger groups of appraisers 
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with their methods, which relied pri- 
marily upon the sales price of the land 
and the reproduction cost of the im- 
provements at the time in question, 
that they energetically developed re- 
finements in their methods, assuming 
that such sales prices and reproduc- 
tion costs were sound bases for deter- 
mining a so-called “‘fair market value” 
(considerable could be written on this 
rather nebulous concept). 


These refinements were in part de- 
veloped along the line of establishing 
a uniform front foot value of the land 
for a given depth for the inside of a 
block, and all other variations in 
depth and corner influence were de- 
termined by the use of prepared tab- 
ulations. Many books and “author- 
ities’”’ quoted the various tables used 
and each appraiser in his own refine- 
ment varied somewhat from every 
other appraiser in exactly what fig- 
ures should be used in his formula. 
Finding the “value” of the improve- 
ment developed into sundry cost find- 
ing devices. These methods were all 
based more or less on the assumption 
that every property was developed to 
its highest and best use, a situation 
which unfortunately obtains in but a 
relatively small percentage of cases. 
It furthermore ignored the fact that 
when building material is once incor- 
porated in a building, it ceases to be 
personal property which may be sold 
separately from the land. , 


Now, in the fourth year of the de- 
pression, real estate appraisers and 
assessors throughout the United States 
are still faced with the problem of 
making appraisals. Sales as a guide to 
the actual inherent worth of property 
are scarcer than the proverbial hen’s 
teeth. The former earning power of a 
great many properties have disap- 


peared, in some cases temporarily, in 
other cases permanently. There has 
developed, as a result of the removing 
of the usually accepted sign posts 
whereby former appraisals were guid- 
ed, a more or less chaotic condition. 


A Situation Which Calls For Careful 
Study 


The situation has caused all ap- 
praisers to stop and think and view 
real estate in a somewhat different 
light than it has heretofore been 
viewed. They are asking themselves 
what is the significance of price with 
relation to value; what is the signifi- 
cance of earning power with respect 
to value; how much consideration 
should be given to the element of time, 
that is, should the sales of properties 
at this time be considered as an index 
of their worth; should the present 
earning power of property be taken 
as indicative of the worth of the prop- 
erty? 


Certain fundamental mistakes it 
would seem have been made with re- 
spect to determining the sound worth 
of property. Probably the biggest 
curse has been our inability to distin- 
guish between price and value. As 
suggested, during those meteoric years 
when the price of everything was 
moving steadily upward it was as- 
sumed that price was value. Land was 
bought, sold, improved, condemned, 
and assessed not upon its value but 
upon its price, each succeeding buyer 
taking the property in the hope of 
making a profit by selling to some oth- 
er buyer. Debts were pyramided and 
prices inflated. Everywhere apprais- 
ers said “Ah, the value of property is 
going up; it sold for thus and so,” and 
the next day it sold a little bit higher 
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and so on until the grand collapse 
came. 


In other words, the value of real 
estate has in the past been predicated 
to a very large extent upon the condi- 
tions of the instant that such appraisal 
was made. Now during this time of de- 
pression there are many who are still 
clinging, or attempting to cling, to this 
old rule and find to their amazement 
and chagrin that the property in ques- 
tion has no value whatsoever on the 
basis of selling price. It cannot be sold 
upon the open market at any price; 
even if improved, it cannot earn suffi- 
cient income to pay a return on the 
cost of such improvement. 


In the future appraisers will be 
compelled to give more thought to 
such questions as: 


1. Will our population increase con- 
tinue to diminish as it has during the 
past half decade? The cessation of 
immigration, due to congressional ac- 
tion and our declining birth rate in- 
dicate a complete cessation of popu- 
lation increase in 30 or 40 years, ac- 
cording to such authorities on popula- 
tion as Whelpton, Thompson, and 
others. 


2. Will the increased efficiency of 
our merchandising methods continue 


to cause more vacancies in store 
space? The constant expansion of the 
chain store points that way. 


3. Is the steadily mounting vacancy 
factor in our offices, which has 
reached a percentage of approximate- 
ly 30% for the nation, continuing to 
grow? Industrial combinations, with 
the resultant consolidation of offices; 
the moving of doctors, dentists, etc., 
out into neighborhood districts, and 
many other factors are not very reas- 
suring. Lofts and warehouses appear 
to be in the same difficulty. 


4. Will owners seek competent ad- 
vice before going ahead with un- 
needed building which further com- 
plicates the situation? 


5. Finally, what effect will the in- 
formation gleaned from the Federal 
census report, that practically every 
large “down town” has had _ its 
growth, have on down town values; 
especially when coupled with the ob- 
servations made in 1 to 4 above? 


Just how far the old methods of ap- 
praising will have to give way to more 
fundamentally sound methods is some- 
thing that concerns every assessor in 
the land. We are face to face with 
these changing aspects of real estate 
valuation whether we like it or not. 





The Valuation of Farm Homes 
By C. B. JENNETT 


homes, city or farm, is particu- 

larly pertinent at this time due 
to the loaning activity of the Home 
Owners Loan Corporation and the 
Farm Credit Administration. The 
making available by Congress to each 
of these Federal Agencies of $2,000,- 
000,000 government guaranteed 
bonds, from the sale of which bonds 
funds are to be realized to refund city 
and farm loans of borrowers in diffi- 
culty, has made necessary the em- 
ploying by these agents of not only 
hundreds but thousands of appraisers 
to value the properties on which loans 
are to be made. 


T tet subject of the valuation of 


It is a requirement of the Federal 
Farm Loan Act that the security for 
each loan by a Federal Land Bank or 
other lending agency of the Farm 


Credit Administration, be appraised 
by a land bank appraiser, a govern- 
ment employee. The Home Owners 
Loan Corporation follows the same 
procedure, though also using indepen- 
dent appraisers. In February of this 
year there were approximately 250 
land bank appraisers in the Federal 
Farm Loan System, which govern- 
mental agency is now designated as 
the Farm Credit Administration. In 
recent months this appraisal staff has 
been increased to approximately 5,100 
men. 


The Home Owners Loan Corpora- 
tion have not yet geared their organ- 
ization to the same loaning activity as 
that of the Federal Land Bank and 
their associated lending agencies, but 
there is every evidence that the or- 
ganization is speeding up in a manner 
that will require the addition of many 
appraisers qualified soundly to value 
properties on which loans are to be 
made. 


It is not my purpose to discuss the 
appraisal of metropolitan dwellings, 
as this subject was splendidly covered 
in the October 1933 issue of this mag- 
azine by those much closer to the sub- 
ject than the writer. Nor do I pro- 
pose to discuss the appraisal of farm 
units as such; but there is another 
class of real property that as an ap- 
praisal problem cannot be accurately 
classified as either of the above. That 
is, the improved tract of from ten to 
eighty acres located adjoining a city, 
and used either as a home, garden and 
pasture, or intensively worked as a 
truck garden, chicken farm, or other 
specialized unit by the owner occu- 
pant. Such a tract can neither be val- 
ued as a city dwelling with a front 
foot value for the land, nor as a farm 
with value based primarily on the pro- 
ductivity of the land. 

As a matter of fact, this type of 
tract in the past has been to such an 
extent “in between” city property and 
farm land that owners of small tracts 
found it extremely difficult to procure 
a loan with their property as security. 
Organizations lending on city real es- 
tate clasified such tracts as somewhat 
lower in the scale than subdivision 
property; and farm loan organiza- 
tions took the position that the tracts 
were not balanced farm units and thus 
not desirable security. However, both 
the Home Owners Loan Corporation 
Act and the Farm Credit Act passed 
in the last session of Congress have 
been interpreted by those in charge of 
their lending activity as making such 
homes eligible for the Home Owners 
Loan Corporation if the tract is the 
home of the owner, and also for the 
Farm Loan Commissioner in the lend- 
ing of special funds provided under 
the Farm Credit Act. Thus the ap- 
praising of this class of property on a 





THE VALUATION OF Farm Homes 


109 





basis fair to both the borrower and 
lender is of vital importance. 


The Three Basic Tests 


It is universally admitted that the 
three basic tests of economic value of 
any piece of real estate, whether city 
or farm property, are: 

1. The cost of a similar lot or plot of 

land at the time of appraisal plus the 
reproduction cost of the building or 


buildings less depreciation and ob- 
solescence. 


. The prevailing market price of sim- 
ilar properties at the time of apprais- 
al, and 


38. The expected earning capacity of 

the property. 

Many appraisers have in the past 
chosen one or another of these tests 
as the one of primary importance. 
Others recognize none of the three as 
of predominating importance, but 
consider the three of relatively equal 
importance and endeavor to balance 
each against the other in arriving at 
a fair valuation of the property. 


It is my opinion that while due to 
legislative instructions or for other 
purposes, one of the three stated fac- 
tors of valuation may in certain in- 
stances be stressed in valuation of real 
estate more than the other factors, 
none of these factors can be ignored. 
The test of an appraiser’s ability will 
be in applying them. 


The appraisers of the Home Owners 
Loan Corporation are instructed to 
give equal weight to the three factors 
indicated above with the earning ca- 
pacity based on capitalization of the 
monthly rental value of the premises 
over a period of the past ten years. 
The appraisal is arrived at by adding 
the estimated value of (1), (2) and 
(3) and dividing by the figure three. 


The appraisers of the Farm Credit 


Administration are instructed that 
their appraisal and loan recommenda- 
tion is to be based primarily on the 


earning capacity of the particular 
farm, as this is the test laid down by 
the Federal Farm Loan Act. However, 
in view of the unprecedented low 
farm commodity prices of the past few 
years, it has been the expressed dic- 
tate of Congress that a “‘normal” base 
of farm commodity prices must be 
used as the basis of appraisal, and 
1909-1914 prices of the principal farm 
commodities are being used as an ap- 
praisal basis on farm valuations. 


An Example 


Let us now consider the appraisal 
of a nicely improved 40-acre tract lo- 
cated on a paved highway one-half 
mile from the corporation limits of a 
city of 100,000 population. The tract 
is occupied by the owner and his fam- 
ily. He has been for years employed 
in an automobile factory in the adjoin- 
ing town at a moderate wage. Thirty 
acres of his farm is tillable, but only 
ten acres is under cultivation, on 
which is raised vegetables, corn for 
use on the place, and a few acres of 
small grain. The balance of the farm 
is in pasture. A few cows are kept on 
the farm, also a considerable number 
of chickens from which eggs are pro- 
duced in sufficient number for the 
family and some for market. The im- 
provements consist of a frame two- 
story, modern house, with electric 
lights from an adjoining high power 
line, furnace heat, and a water system 
supplied from a deep well and serv- 
iced by a pressure tank. Sewage is dis- 
posed of through a septic tank. Out- 
buildings consist of a two-story frame 
barn with some dairy equipment and 
ample room for hay storage, one car 
stucco garage, poultry house, crib, 
granary, and small hoghouse. 


Such a place has a farm value if it 
is a self-sustaining unit, but also has a 
home and suburban value consider- 
ably in excess of merely the farm val- 
ue. Such a tract does not have rental 
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value in proportion to the acquire- 
ment cost, and thus capitalization of 
the net rentals will not prove to be a 
safe basis for final appraisal figures, 
but cannot be ignored, as the rental 
value will nevertheless be a direct re- 
flection of the fertility and production 
of the soil, the adaptability of the 
complete unit to its location, and the 
desirability of the improvements. The 
principal appraisal test, however, for 
such properties will be that of market 
value balanced by the acquirement 
cost of a similar unit based on esti- 
mated value of the land from both a 
production standpoint and that of 
home value, plus the cost of the build- 
ings after deduction of reasonable de- 
preciation. 


In checking the desirability of the 
land as a productive unit, the usual 
factors in farm appraisal must be con- 
sidered, i. e., soil, topography, drain- 
age, fertility, noxious weeds, water 
supply, orchard, and timber supply. 
It will be necessary, of course, for the 
appraiser to walk over the farm, as a 
farm appraiser who does not walk 
over the farm is not worthy of the 
name. He must be of sufficient experi- 
ence to be able to draw conclusions 
from the appearance of the soil, crops, 
and vegetation, as to type of soil, fer- 
tility, whether it is so rolling as to 
“wash” if cultivated, whether subject 
to overflow and to what cropsthe farm 
is adaptable. If he is at all doubtful as 
to the nature of the subsoil he should 
use a soil auger to determine if the 
land is underlaid close to the surface 
by hardpan or by rock or gravel. 


The topography of the land may be 
quite an important factor in determin- 
ing value. If the land is in a “truck- 
ing’? community, a level black land 
tract is most desirable, susceptible to 
easy cultivation, without the risks of 
“washing”. On the other hand, in a 
community of highly developed sub- 
urban value, rolling, somewhat wood- 


ed tracts may be more attractive to 
the residents of the community and 
thus more valuable than a level tract 
might be. 


The drainage of the land is an im- 
portant factor. Most individuals own- 
ing a tract such as has been described 
would be pleased to have a small body 
of water on it, but no one wants a wet, 
marshy plot of ground. Thus a unit 
having on it a small stream that can 
be dammed to provide a small lake 
may have an added value, while a 
unit that has no adequate outlet and 
is thus “wet” will not be readily sal- 
able. Investigation must, of course, be 
made in every instance to determine 
whether the farm is in a drainage dis- 
trict or likely to be included in one. 
This is a tax or a prospective tax that 
detracts from value. 


Under the “Condition of the Farm” 
will come noxious weeds such as Can- 
ada thistles, quack grass, and other 
serious pests that are difficult to com- 
bat and that will lower land value. In 
the check-up on the farm, careful at- 
tention should be paid to appearance 
of soil or fields in cultivation to detect 
depleted fertility of the soil. Experi- 
ence enables one to detect depleted 
fertility to some extent by the appear- 
ance of the soil, but a better test is 
the growing crops, or crop remains. In 
judging soil fertility and condition by 
growing crops, however, full consid- 
eration must be given to abnormal 
weather conditions during the grow- 
ing season. 


The Capitalization Method 


The most satisfactory test of the 
value of farm land, without consider- 
ation of suburban values, is that of 
capitalization of net income, ordinar- 
ily on a basis of 5%. This factor must 
be considered in this problem before 
us, but not in forming a final conclu- 
sion. As to the tract referred to, if lo- 
cated ten to fifteen miles distant in a 
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desirable country community, let us 
conclude on a basis of our examina- 
tion of the land and considering both 
desirable and undesirable features, 
that it has a fair farm value on an in- 
come basis of $125 per acre, without 
consideration of the buildings. 

In arriving at building values, I be- 
lieve that we should all admit that the 
best basis of valuation is that of cubic 
foot or square foot valuation. Again 
merely a rule of thumb method will 
not take the place of “horse sense’”’. 
The adaptability and suitability of the 
buildings to the location is a vital fac- 
tor that cannot be measured by the 
tape, but must be judged by the ap- 
praiser. The determination of the 


cubic foot basis that should be applied 
to the particular building is suscept- 
ible to decided error that only expe- 
rience can avoid. 


The tract in question is not far dis- 
tant from a metropolitan area and cost 
of construction figures will tend more 
toward “city” cost of construction fig- 
ures than that of “farm’’, but in many 
such instances hauling will be taken 
care of by the owner. He may contrib- 
ute some labor and all in all, the cost 
of buildings on the average of such 
tracts will be less than similar build- 
ings in the metropolitan area. A table 
of cost of farm buildings as used by 
some farm appraisers is given below: 


Unit Cost of Farm Buildings 


Description of Buildings— 


Hay and feeding barns. Post frame. No foundation % 3% 


Unit Cost Annual 
Cents per Cu. Foot Deprecia- 
Mode _ tion Rate* 

3.52% 


Hay and feeding barns. Timber frame. Rock or concrete 


foundation 


4 3.40% 





Beef cattle barn. Balloon or timber frame. Rock or concrete 


foundation 


3% 2.80% 


Dairy barns. Balloon or timber frame. Concrete floor and 


foundation 


5% 2.80% 
3% 4.10% 


Cattle or machine sheds. Balloon or timber frame. Concrete 


foundation 
Garages. Post frame. No foundation 


Garages. Balloon frame. Concrete floor and foundation 
Poultry houses. Post frame. No foundation. Dirt floor 
Poultry houses. Balloon frame. Concrete fioor and viene 


Corn cribs. Post frame. Wood floor 


Corn cribs. Balloon frame. Concrete floor and foundation 


Brooder houses. Movable 
Individual hog houses 


3.10% 
3.52% 
2.80% 
4.00% 
2.50% 
5.00% 
3.50% 
10 5.00% 
10 10.5 % 


analy 
il 


Centralized hog houses. Balloon frame. Concrete floor and 


foundation 


Granaries. Balloon frame. Concrete foundation. Wood floor 11 
General storage houses. Concrete foundation and floor 8 


Farm houses, not modern, one story 
Farm houses, semi-modern, two-story 
Farm houses, modern 


8 2.5 % 
6 % 
5 % 
00% 
65% 
25% 


25 


3. 
2. 
15 2. 
1. 
35 i. 


*Depreciation rates subject to revision soon. 


The above figures will have to be balanced 
by the appraiser with cost figures in the city 
that the farm adjoins. Allowing for deprecia- 
tion, we may find that the buildings on the 
tract have a fair present value of $4,500. 
Thus we have farm land value $5,000, build- 
ing value $4,500; total $9,500. We also have 
the desirable feature that this tract is located 
on a paved road. The appraiser, before arriv- 
ing at a final figure, should determine insofar 
as possible the market value of this tract or 
similar tracts in the community. This can only 
be arrived at through procuring data on sales 


in the community and the consensus of opin- 
ion of well-informed real estate agents and 
others in the vicinity as to sale value. Opin- 
ions of value varying from $7,500 to $10,000 
may be procured. 

It is then that the quality of the judgment 
of the appraiser is shown in his balancing of 
the estimated market value, the reproduction 
and the rental value, to arrive at his final ap- 
praisal value. His final valuation, if it has the 
reflection of the factors indicated, balanced 
by sound appraisal judgment, will be a sound 
one. 


e o°¢ 





The Use of Tables and Formulas In 
Real Estate Appraisals 


By IvAN A. THORSON, M. A. I. 


cussion of a subject which has 

been more or less in the limelight 

the last two or three years, I shall 
make the following assertions: 

1. That no tables or set of formulas can 

be devised which may be logically used as 

appraisal processes in calculating the value 


of ownership in lessee or fee-operated prop- 
erties. 


2. That annuity tables employing but one 
rate of interest (Such as Inwood’s) should 
not be used in real estate appraisals except 
where the rates involved do not exceed 4%. 


In the July number of this maga- 
zine there appeared an article by 
Prof. Roy J. Burroughs, of the Univer- 
sity of Michigan, commenting on an 
article written by me for a previous 
issue. I appreciated his article for two 
reasons. First because of the approval 
which the really important part of the 
article was accorded by Mr. Bur- 
roughs, and secondly, and more par- 
ticularly, because of the friendly crit- 
icism of my use of what Mr. Bur- 
roughs considered to be a “sinking 
fund device’’. 


The unique thing about it was that 
Mr. Burroughs used as proof for his 
contention a quotation from Mr. Fred- 
erick Babcock’s recent volume en- 
titled Valuation of Real Estate, where 
Babcock sets forth what is sometimes 
referred to as “Annuity Valuation 
Method.” As most readers of this 
magazine know, Mr. Babcock’s system 
of forecasting future incomes from 
lessee- and fee owner-operated prop- 
erties is practically the only part I 
take exception to of all of my friend 
Babcock’s excellent and sound teach- 
ing. I do not believe either of us will 
designate the other’s method as un- 
sound or incorrect. It is, however, a 
subject which is of importance be- 


Fe the purpose of stimulating dis- 


cause a misunderstanding of either 
system may lead to a misconception of 
matters that are important. It is for 
this reason that I am glad to have the 
opportunity to submit what follows, 
which is largely taken from Chapter 
V of my Simplified Appraisal System. 
I append at the close of the article a 
brief exposition of how the more com- 
monly used annuity tables are built 
up. I make particular mention of the 
hidden double use of the percentage 
rate in tables and formulas like those 
worked out by Inwood and others. 


The Purpose of an Appraisal 


What is it that an appraiser of real 
estate is called upon to do? The pur- 
pose of an appraisal of any kind is to 
determine the value of an ownership. 
An ownership is the right to the use 
of the thing owned—the right to its 
services. It is the function of the ap- 
praiser to place a money value on such 
rights. 


An owner may exercise such rights 
himself or he may sell (lease) these 
rights to others. 


When the fee owner sells the right 
to operate the property to another 
party, he relinquishes the right to any 
benefits which may accrue from such 
operation, these rights being acquired 
by the lessee, whose functions then 
become identical with the functions of 
a fee owner who operates his own 
property. 


The fee owner on the other hand 
becomes the possessor of a contract, 
the ownership of which in practically 
every respect corresponds to the own- 
ership of a bond or a note. Its value, 
as in the case of a bond or note, will 
depend on how well the contract 
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TABLE A 


Present Worth of $1.00 Per Annum (Inwood) 
Risk (Earning) Rate and Safe (Redemption) Rate the Same 








5% 54% 6% 644% 7% 
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(lease) is secured. The incomes in 
each case are stipulated amounts paid 
to the holders of the contracts at stat- 
ed periods and run for a predeter- 
mined time. If the lessor has a long- 
term lease, well secured (something 
very rare these days), he is to all in- 
tents and purposes out of the real es- 
tate business. He is a security owner, 
a creditor of the lessee. His ownership 
in the real estate is confined to a re- 
version right. 


It will therefore be seen that every 
leased property has two ownerships— 
the lessor’s interest referred to and 
the lessee’s interest, which corre- 
sponds to the interest of the fee own- 
er who operates his own property. 
The valuation process used to deter- 
mine the lessee’s interest presents the 
same difficulties and problems as does 
the valuation of the interest of the fee 
owner who operates the property him- 
self. 


Common Stock Similarity 


The value of the property rights 
where an owner personally operates 
the property will, like the value of a 
common stock, depend on a great 
many factors, such as: location, man- 
agement, competition, fluctuation of 
the dollar, and many other things. 
That is, the ownership of a property 
operated by the fee owner is subject 
to all the contingencies and uncertain- 
ties of an ownership in common stocks, 
the future income of which is impos- 
sible of exact determination even for 
a limited term of years. 


It differs materially from a lessor’s 
interest in this respect, which, if well- 
secured, can be definitely determined 
by mathematical process; that is, by 
finding the present worth of a series 
of designated periodical payments 
over the term of the lease, employing 
the proper rates per cent. 


To attempt to forecast with exact- 
ness the actual dollars and cents ex- 


pected from a lessee or owner-operat- 
ed property is equivalent to attempt- 
ing to predict the exact income from 
a common stock over a term of years 
—a task which seasoned stock brok- 
ers will admit to be a practical impos- 
sibility. It is particularly difficult at 
the present time, because, as Will 
Rogers says in one of his recent syn- 
dicated “Remarks”, “Actual knowl- 
edge of the future was never lower.” 


Illustration of Ups and Downs 


Owner- or lessee-operated proper- 
ties, if located in the heart of the city, 
may, like common stocks of seasoned 
industries, remain fairly stable over 
considerable periods; but we find 
that, even if located in the so-called 
high-powered rental sections of a 
great city, the returns to the owner 
will vary greatly over a period of 
years. This was most forcibly brought 
to our attention in an address recently 
delivered by John P. Hooker, M. A. L, 
before the annual meeting of the 
American Institute of Real Estate Ap- 
praisers which met in Chicago in 
June, 1933, which article was repro- 
duced in a recent issue of this maga- 
zine. In this address Mr. Hooker gave 
in detail the net income, for a period 
of twenty-five years, from a property 
located in the heart of Chicago and in 
what was considered a very stable lo- 
cation. The variations in the net in- 
come from this property over the 
twenty-five year period fluctuated 
from about 3 per cent to 12 per cent. 
The variations, moreover, took place 
at very irregular intervals. There was 
a rise of from 4 per cent to almost 7 
per cent during the first four years; 
the next eight years showed a rapid 
decline in net earnings which fell to 3 
per cent in 1918, after which it bobbed 
up and down for two years and then 
started a steady climb over the next 
seven years, reaching 11 3-4 per cent 
in 1926, dropping to 10 per cent in 
1927, then rose again and reached 12 
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Present Worth of Single Payment (Inwood) 
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per cent in 1929, only to fall back to 
3 per cent in 1932. 

Note that this was a property operated by 
the owner in the heart of a large city. 


Lessee’s Interest in the Same Category 


An illustration of the unpredictable 
ups and downs of net income from 
lessee-operated properties appears in 
the September issue of the National 
Real Estate Journal, page 49, under 
the heading ‘‘An Eighteen Year His- 
tory of a Chicago Apartment Build- 
ing.” This history was compiled by 
Mark Levy, M. A. I., of Chicago. Here 
are shown variations in net income 
from a high of $24,515 in 1926 to 
$1,144 in 1932. This appraisal shows 
that a lessee’s interest is properly 
treated exactly like a fee owner’s in- 
terest. 


I do not believe it is possible to con- 
coct rules or tables which would, even 
remotely, predetermine the net re- 
turns from the above two properties. 
Our attempts in the past to do the im- 
possible in this respect have resulted 
in many ridiculous situations, and 
have caused great embarrassment to 
many good appraisers who later on 
have had to face their own appraisals 
made some years previously. They had 
apparently been carried away by sys- 
tems and methods which seemed 
plausible, but which were in reality 
impossible of practical application. 
The shifting value of the dollar alone, 
not to mention the numerous other 
factors which affect incomes, makes 
exact prediction of the income stream 
from any property operated by owner 
or lessee, whether by table or by ac- 
tual dollar designations, a most haz- 
ardous performance. 


Valuable Time Wasted 


We have wasted a great deal of 
perfectly good time in discussing de- 
tailed academic processes; whether, 
for example, to employ a fading prin- 
cipal annuity valuation or a sinking 


fund device. To use either one as g 
waluation process is obviously incor- 
rect. A sinking fund or other annuity 
factor may be used, not as a valuation 
process, but as indicating in a genera] 
way what amount should be set aside 
from the annual income to take care 
of the depreciation and final writing 
off of the capital investment in the 
improvement, and we would add, to 
also take care of, in many instances, 
the gradual lessening of the value of 
the land itself. 

This charge off, or amount to be set 
aside for depreciation, etc., need not 
necessarily be an annuity factor sup- 
plied by tables involving compound 
interest. There is danger in using any 
mathematical table involving com- 
pound interest unless the formulas 
employed are thoroughly understood. 
In many instances a “straight line” 
charge-off is to be preferred. 

The Inwood Present Worth Table, 
for example, as we shall point out fur- 
ther on, masks the fact that the same 
rate is used twice, both for the risk 
percentage as well as for the safe rate 
percentage which alone should be ap- 
plied in thé compound interest proc- 
ess. 


Value of Tables 


The writer is of the decided opinion 
that in an ordinary appraisal of a fee 
owner’s or a lessee’s interests, the use 
of these tables should be scrupulously 
avoided. In my Simplified Appraisal 
Method I have suggested a sinking 
fund factor, not as a valuation device, 
but merely to force the consideration 
by the appraiser of the fact that the 
various physical belongings of the 
owner which are included in the ap- 
praisal must be charged off over the 
period which the appraiser has desig- 
nated as the economic lives of such 
belongings. 

The attempt to make definite pre- 
dictions, as discussed above, is obvi- 
ously misleading, inasmuch as what 
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can only be a miere opinion is passed 
on to the owners and others as a defi- 
nite calculable amount. This decep- 
tion is emphasized by the employment 
of annuity and other tables, because 
there exists in the average person’s 
mind a decided respect for mathemat- 
ical tabulations, particularly when set 
forth more or less authoritatively. 


Additional Objections 


Another perhaps equally good rea- 
son for not resorting to such methods 
is that they usually call for involved, 
technical procedure which the aver- 
age person does not understand and 
therefore cannot combat or argue 
about even though he feels that there 
is something wrong, since the results 
obtained in a large number of cases 
do not “click” with his own experi- 
ence. The effect is loss of confidence 
on the part of owners, attorneys, 
courts, and others who constantly 
have to do with valuations of their 


own or others’ properties, resulting in 
the adoption of crude, uneconomic 
methods, but which at least are to 
them understandable, particularly as 
they very often have a background in 
statutory provisions. 


The latter methods usually resolve 
themselves into applying to land val- 
uation, experiences and interpreta- 
tions acquired in other fields— with 
more or less disastrous results. 


A Perplexing Problem 


From the above it would appear 
that real estate appraising is not the 
simple thing we have thought it was. 
The fact is that it is at best a most 
dificult and perplexing problem. 
While basic fundamentals are usually 
simple and obvious in statement, un- 
fortunately they are very often com- 
plex and difficult in their application. 
It must be remembered that apprais- 
ing is a phase of general economics. 
It is not an exact science. It is not like 
the science of mathematics, where 


two and two are always four, regard- 
less of where and by whom the fig- 
ures are added up. Adam Smith not- 
withstanding, economics is not immut- 
able and unchanging, and it makes a 
heap of difference where, by whom, 
and how a real estate property is op- 
erated. 


How then shall we appraise a prop- 
erty which is operated by the owner 
himself or by the lessee who has ac- 
quired the right to use the property 
from the owner? 


We made the statement that the in- 
definite incomes from real property 
operated by an owner or by a lessee 
are very similar to the varying in- 
comes from common stocks. A natural 
question would be, “What methods 
have been employed in the handling 
of such securities?” 


The Method Employed by Experienced 
Security Investors 


Analysts of securities have, we dare 
say, given more thorough study and 
thought to their investment problems 
than we have. They have settled down 
to a method whereby they designate 
their estimate of the soundness of se- 
curities by allocating to such securi- 
ties a rate of yield reflecting the esti- 
mated risk. That is, their estimate of 
the certainty of interest return and 
the liquidity of the principal are given 
expression in the rate of return which 
they demand from the securities. That 
they often have been wrong in their 
estimates does not alter the principles 
involved. 


Instead, therefore, of attempting in 
an appraisal of real property to esti- 
mate and to designate in dollars the 
future income spread, it is the writer’s 
opinion that we should estimate, from 
all available data, the risks connected 
with the property under considera- 
tion, and reflect such hazards in our 
capitalization of the present warrant- 
ed net earnings from the property, 
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using a rate percent reflecting the es- 
timated future risks. 


As suggested in one of my previous 
articles, this procedure, besides being 
simple of application, has the further 
merit of forcing the owner or lessee, 
as well as a prospective buyer, to a 
consideration of the investment risks 
involved. The item of adequate rent- 
als would as a result be looked into 
more carefully. It will be found an 
effective antidote against reckless and 
ill-considered buying, leasing, or 
building. Such a system encourages an 
unbiased weighing of the extensive 
data necessary to arrive at a warrant- 
ed conclusion as to what constitutes 
adequate return from the property. 


Compound Interest Table 


Table D on page 119 shows the fu- 
ture worth of a single payment, with 
interest compounded annually. 


The amount of one placed at com- 
pound interest at the beginning of 
the year will at the end of the 
year equal 1 plus a rate per cent 
(1+R)*. At the end of ‘‘n” years the 
amount of the sum would ye (1+R)*. 
That is, at the end of first year it 
would be (1+R), at the end of the 
second year, (1+R)?, at the end of 
the third year, (1+ R)', etc. 


Illustration: Let us assume that the 
sum is 1, the interest rate 6% (.06), 
and the period 3 years. The accumu- 
lated amount at the end of 3 years 
would then be (1+ .06)%, that is 
(1+.06) multiplied by itself three 
times or 1.1910+. 


Compound Interest Table 


Table E on page 121 shows the fu- 
ture worth of annual payments, with 
interest compounded annually. The 
amount at the end of the third year 
would obviously be (1+R)+(1+R)? 
+(1+R)%. Substitute 6% (.06) for R 
and we will have (1+.06)+ (1+.06)? 
+(1+.06)* = 3.3746. 


Tables D and E are made up as fol- 
lows: 
TABLE D 
(Compound Amount of 1 at 6%) 


yr. 
(1) 1.0600 (1+) 
(2) 1.1286 (1+R)? 
(3) 1.1910 (1+R)? 
etc. 
TABLE E 
(Compound Amount of 1 per Annum 
at 6%) 


(1) 1.0600 (1+R) 

(2) 2.18386 (1+R)+(1+R)? 

(3) 3.3746 (14+R)+(1+R)?+ 

(1+R)? ete. 

It is evident that the sum of items 1 
and 2 in Table D will equal item 2 in 
Table E, the sum of items 1, 2, and 3 
in Table D will equal item 3 in Table 
E, etc. 


Present Worth of Single Payment 


The reciprocal (the amount divided 
into 1) of the future worth of single 
payment is the present worth of a 
single payment. (See Table B on page 
115.) In other words the present worth 


1 
of 1 would be (14R) at the end of the 
first year. At the end of the second 


year it would be 


- t 
“(i+R)3, °° 
Example: The present worth of 1 
placed at compound interest at 6% for 


=.8396, etc. 


1 
3 years would be 06)? 


Present Worth of an Annual Payment 


The present worth of an annual 
payment would be the sum of the 
present worth for each of the preced- 
ing years, including the year for 
which the present worth is sought. 
(See Table A on page 113.) Thus the 

*The expression should read [14(R+1)]. 
This, however, equals (1+R) where the sum is 
» O Should the sum be any other than 1, the 
expression would read [S1S(S:R) }; Ss denot- 
ing the sum on which the future worth is to 


be found. For the purpose of building tables 
or coefficients the sum of 1 is used.—Author. 
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TABLE E 


Future Worth of | Per Annum 


If deposited at beginning of year, use factor shown: 
If deposited at end of year, take factor for | year more and subtract I from factor. 


RATES PER CENT PER ANNUM 
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present worth of 1 per annum for 
three years would be 

1 1 1 ee 
(i--R) + (i+R)? T GR) SUVS 
tuting 6% (.06) for R we have 

- + 3 + 1 ge2etee. 
(1+.06) (1+.06)? (1+.06)8 

Tables B and A are made up as fol- 
lows: 








TABLE B 
(The Present Value of 1 at 6%) 


yr. 1 
(1) 0.9433 (i+R) 


1 
(2) 0.8899 7p). 


1 
(3) 0.8396 Ti+R): 
etc. 
TABLE A 
(Present Worth of 1 per Annum 


at 6%) 
yr. 1 
(1) .9434 (+R) 

1 1 
(14R) Ry? 
=. a 
(i-+R) + (14+R)27 

| etc 
(1+R)*  ~ 
The Sinking Fund Factor 


The sinking fund factor, as are all 
the other factors that we have consid- 
ered, is derived from the compound 
interest formula. (See Table C on 
page 117.) 

By dividing the Present Worth (P. 
W.) into 1 (the reciprocal of the P. 
W.) we will get a sum which will be 
equal to a return on the total invest- 
ment at the rate per cent selected, 
plus an amount which represents the 
compound interest accumulation at 
the same rate per cent (if Inwood Ta- 
ble is used). In other words, 

1 


(P.W. of 1 per annum for 3 yrs. at 6%) 


(2) 1.8334 


(3) 2.6730 





would be or .3741+; that is, 


ad 
2.6730 


this factor will include 6% (.06) on 
our investment, plus an amount 
which has accumulated as compound 
interest at the same rate. Deducting 
the simple interest, 6% (.06) leaves us 
.38141, an amount which if placed an- 
nually for three years at compound 
interest at 6% will accumulate to 1. 
This annuity is sometimes referred to 
as a “sinking fund’’. It may be applied 
in a variety of ways, such as to scale 
down the amount of the investment 
year by year, or it may be allowed to 
accumulate as a sinking fund. As 
pointed out, this factor is illegitimate- 
ly used in an appraisal when derived 
from the Inwood Table, because it is 
built up through a compound interest 
return predicated upon the same in- 
terest rate as that employed as the 
risk rate. 


All Tables from Same Source 

It will be noted that all the tables 
are derived from the compound inter- 
est formula and therefore, while only 
one rate appears in the formula, this 
rate performs a double function. For 
example, when finding the present 
worth of expected future periodic 
payments, such as rents, the same in- 
terest rate is used to represent the ex- 
pected rate of return from the invest- 
ment (the risk rate) as is used in fig- 
uring the compound interest. 

Some of the coefficients employed 
by the various table makers to find the 
present worth of 1 per annum are as 
follows: 

Kent, * 
[d+)"—1] 
i 
Irwin, * 

1 
1—(1+i)" 


i 
Inwood,* 
(1+R)"—1 
“R(1+R)" 
In these formulas R and i stand for 
the rate per cent. 


(*In these formulas the speculative (risk) rate and 
the non-speculative (safe) rate are the same, as ex- 
plained in the text.) 
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TABLE F 
Present Worth of an Annuity of I. (Hoskold) 


P. W. of | per Annum 


Non-Speculative (Safe) Interest Rate 3% 


Speculative (Risk) Rate as Shown 
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7.4610 
7.7805 
8.0797 
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9.5355 
9.7326 
9.9193 
10.0962 
10.2640 
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16.0793 
16.2080 
16.3319 
16.4514 
16. 5666 
16.6776 
16.7848 
16.8881 
16.9879 





12.4436 
12.5062 
12.5663 
12.6242 
12.6798 








10.4380 
10.5140 
10.5866 
10.6560 
10.7224 
10.7860 
10.8470 
10.9053 
10.9613 
11.0150 
11.0665 
11.1160 
11. 1635 
11.2091 
11.2530 
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Hoskold’s Formula 


Hoskold, Irwin, and others have 
called attention to the illigitimate use 
of tables such as Inwood’s. While they 
may be used legitimately by bankers 
in figuring their compound interest 
returns where a small interest rate is 
involved, they should not be used by 
the appraiser in his calculations in- 
volving the finding of the present 
worth of future periodic rental in- 
comes. Instead, tables such as those 
worked out by Hoskold should be 
used. In Hoskold’s tables two rates are 
employed, one rate to represent the 
return on the investment (risk rate), 
and the other, a smaller rate (non risk 
rate) to represent the rate used to cal- 
culate interest on the annual contribu- 
tion, as well as the interest on the in- 
terest. 


Such a safe rate is seldom over 4%, 
—more likely it does not exceed 3%. 
The Hoskold Table is sometimes des- 
ignated as a “6 and 3,” “7 and 3,” “8 
and 3,” etc., table; meaning that the 
first figure represents the “risk rate”’ 
and the second and smaller the “safe 
rate’”’ as explained. The Inwood, and 
other similar tables, should properly 
be designated as a “6 and 6,” “7 and 
7,” “8 and 8,” etc., table. The fact 
that there are really two rates being 
used is, as stated masked by the dou- 
ble use of the same rate. 


In the Hoskold formula the Present 
Worth of an Annuity is expressed as 


follows: 
(1+r)"—1 
R(1+R)"—(R-r) 

In this formula “R” stands for the 
risk rate, and “r’”’ stands for the safe 
rate. (See Table F.) 

The Inwood and the Hoskold Tables 
Give Different Results 


We have taken exception to the use 
of the Inwood and similar tables when 
used to calculate the future interests 
of a fee owner or a lessee in land own- 
ership. Our main reason for this is 
that the charge-off factor would be 
entirely too small, when the Inwood 
factor is employed; whether this fac- 
tor is used as a sinking fund or as an 
annual charge-off from the capital in- 
vestment; inasmuch as such a sinking 
fund or charge-off would be predicat- 
ed on receiving a compound interest 
rate on such annuity equivalent to the 
rate expected from the investment it- 
self. 

Illustration Showing the Difference in 
Results by Using the Inwood and 
Hoskold Tables, Respectively 

The problem is to find the present 
worth of a well-secured lessor’s inter- 
est in a twenty-five year ground lease 
which pays $5,000 the first five years 
and increases by $1,000 every five 
years thereafter. 





USING INWOOD TABLE “6 AND 6” 


25 years 

20 years, deferred 
15 years, deferred 
10 years, deferred 
5 years, deferred 


USING HOSKOLD TABLE “6 AND 


(11.4380— 0) 
5 years..(11.4380— 4.0265) 
10 years(11.4380— 6.7921) 
15 years(11.4380— 8.7899) 
20 years(11.4380—10.2864) 


20 years, deferred 
15 years, deferred 
) 10 years, deferred 
5 years, deferred 


(12.7883— 0) 
5 years....(12.7883— 4.212) or 
10 years..(12.7883— 17.360) or 
15 years..(12.783— 9.712) or 
20 years..(12.7883—11.470) or 


Factor 
or 12.783 


P. W. 
$5,000 equals $63,915.00 


8.571 1,000 
5.423 1,000 i 
3.071 1,000 “ 
1.313 1,000 


8,571.00 
5,423.00 
3,071.00 
1,313.00 


~ $82,293.00 
: P. W. 
equals $57,190.00 
r 7,411.50 
4,645.90 
2,648.10 
1,151.60 


$73,047.10 


Factor 
or 11.4380 
or 7.4115 


x $5,000 
x 

or 4.6459 x 
x 
x 


1,000 
1,000 ” 
1,000 ” 
1,000 ” 


or 2.6481 
or 1.1516 


DIFFERENCE: $9,246.15. The Inwood method shows too high a valuation by this amount. 
o¢ % ¢ 





Shall Values be Based on Past, Present, 
or Future? 


By PERCIVAL V. 


praising real estate was a hap- 

hazard matter, in which the av- 
erage appraiser went out and looked 
at a piece of property and then came 
back and wrote down his guess as to 
its market value. The guesses of vari- 
ous men varied tremendously. As the 
best men in the business looked back 
upon their work, they realized how 
far from the actual facts in many in- 
stances their guesses had been. Conse- 
quently, there arose a desire for im- 
proved appraisal methods, which de- 
sire has developed into the American 
Institute of Real Estate Appraisers’. 
Into this Institute we have concentrat- 
ed our desire for scientific appraising. 
By scientific appraising we have meant 
the development of a method which 
would give the true values of Real Es- 
tate. Peter Hanson, in his article? on 
“The Meaning of Value’, analyzes 
various forms of definitions of value, 
and then concludes that our apprais- 
als should be appraisals, not of mar- 
ket value, but of warranted value. He 
states that “‘warranted value is what 
market value ought to be”. Yet in our 
approach to scientific appraising, I 
think we have failed to differentiate 
between the different phases of scien- 
tific research. 


S pn years ago, the work of ap- 


In my undergraduate days, I spent 
some time in the physics laboratories. 
In the study of the science of physics, 
they taught us the rule that irrespec- 
tive of the size or mass of a body 
which was dropped from a height, the 
action of the force of gravity on that 
body resulted in a uniform accelera- 
tion. The law expressed the findings 
of pure science. When we came, how- 
ever, to consider applied science, we 


BoweEN, M.A.I. 


found that if we dropped a nickel and 
a feather from a given height the ac- 
tual results were far different than 
the uniform acceleration stated by the 
scientific law. The findings, and the 
proving up of the law of uniform ac- 
celeration was a very valuable and 
important scientific discovery. How- 
ever, for the man who has to “bail 
out” of an aeroplane at great height, 
there is little of either consolation or 
practical value in this abstract law. 
For him, applied physics means much 
more. The equally scientific study 
which evaluates those forces and re- 
sistances governing the descent of the 
parachute means life and death to him 
who would fly. 


Now, to me, in the appraisal busi- 
ness, we have two problems: one is 
the problem of abstract or warranted 
value; the other is the problem of 
market value or actual experience. I 
do not believe that we are yet in a po- 
sition where we can ascertain war- 
ranted or true value accurately. I do 
not believe that we have as yet the 
background and data to work out 
what “‘the market value ought to be’. 
I appreciate that in taking this posi- 
tion, I am opposed to some good men, 
— men who are perhaps more compe- 
tent than I. 


1I believe thoroughly in the aims of the American 
Institute of Real Estate Appraisers. Nevertheless, I 
also believe that any organization must from time to 
time check its progress both as to aims and methods. 
That is necessary to see that the aims keep up with 
the increasing accumulation of knowledge. Beyond 
that the checking is necessary to be sure that the 
methods properly carry out the aims. Many times a 
method, sound in itself, fails to give proper expression 
to the aim which motivates it. 

I have read the July number of the Journal with 
no little interest, but as I laid it down, I felt that we 
appraisers had allowed ourselves to be drawn into 
certain definite errors.—Author. 


2See The Journal of the American Institute of Real 
pees oy _— July 1933 (Vol. I, No. 4, page 
289ff).—Ed. 
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From the Known to the Unknown 


Let us approach the problem from 
two standpoints. First, what is the 
logical scientific method? As I under- 
stand it, the logical scientific method 
is to reason from the known to the un- 
known. In other words, we reason 
from known facts to unknown facts. 
When sufficient known facts are accu- 
mulated, we can reason from this fund 
of knowledge to an unknown gener- 
ality or abstract law. Given satisfac- 
torily proven laws, properly charted, 
we can reason to unknown future 
events. At the present time we have 
not a sufficient fund of knowledge to 
reason along the lines required to as- 
certain true real estate value. The 
most of our appraisals which have at- 
tempted to do that have been simply 
cases where we reasoned from the un- 
known to the unknown, and the result 
was determined, not by logical scien- 
tific processes, but by the arbitrary 
standards of value which we had in 
mind before we started. 


Let me illustrate what I mean in 
this way: There is no question but that 
true value is the sum of the future 
benefits which arise from ownership. 
But how can we scientifically ascer- 
tain what the future benefits of an in- 
come producing property are? 


When a scientist sits down to figure 
where next a comet will appear in our 
sky, he first maps out the path that 
that comet has been shown to have 
taken in the past. In so doing, he de- 
velops a parabolic curve of known de- 
sign. From that foundation he is able 
to estimate absolutely the continua- 
tion of that parabolic curve and 
through that continuation to deter- 
mine scientifically where that comet 
will next appear. If we are to state 
scientifically what the actual future 
benefits of a given property will be, 
we must first construct the parabolic 
curves of past trends of all of the vari- 


ous factors involving that piece of rea] 
estate before we can scientifically 
project those curves into the future 
with real accuracy. It may be the feel- 
ing, off hand, that the construction of 
definite curves of the factors involved 
in real estate valuations is impossible, 
From the scattered data that is before 
us at the moment it probably is im- 
possible. If the astronomer takes a 
certain point on a distant star and lo- 
cates the position of that point at vari- 
ous times it might seem that the 
course of that point was irregular. 
When, however, the scientist has fol- 
lowed the course sufficiently to have 
an accurate picture of the revolution 
of that point around the star’s axis, in 
the first place; and the course of the 
star as a whole around the center of 
its constellation in the Heavens, in the 
second place; and the course of that 
constellation through the universe, in 
the third place; and, finally, has ad- 
justed his picture of these courses by 
making allowance for any irregular- 
ities in the time and course of the 
light from the star under the rules of 
Einstein’s theory of relativity: the 
scientist under those conditions has 
finally obtained an accurate picture of 
the course of that star, and also the 
course of the point in that star which 
enables him to chart its past perform- 
ance and extend the course of that 
past performance with reasonable ac- 
curacy into the future. 


The Approach to Scientific Appraising 


In the same way, when we come to 
study a piece of real estate, I believe 
we must collect sufficient data so that 
we can construct an historic chart of 
the course of the various changes in- 
volved. After having charted the 
course of these changes in the past, if 
we find that they fall into some defi- 
nite geometrical or algebraic design it 
will be possible to project them for- 
ward into the future and through a 
composite picture of their forward 
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projection arrive at a really accurate 
picture of the future of real estate. 
This means that we must take the 
trends of real estate prices, of real es- 
tate reproduction costs, of deprecia- 
tion and obsolescence, of taxation, of 
interest rates, and, correspondingly, 
rates of capitalization of income as 
our foundation. 


With the fundamental facts along 
these lines developed, we must, 
through some means, resolve them in- 
to their primary elements by adjust- 
ing their fluctuations due to changes 
in the monetary price level. Having 
made the adjustment necessary be- 
cause of fluctuations in the monetary 
price level, we should have an accu- 
rate picture of these elements. It may 
be that when we get that picture it 
will show us a development as capri- 
cious as the reaction of the ladies to 
style changes and convince us that it 
is impossible to forecast the future 
trend of any or all of the elements. It 
may be, on the other hand, that it will 
show perfectly definite cycles, per- 
fectly definite rates of increase or de- 
crease, which justify us when chart- 
ing those cycles in continuing those 
rates of increase or decrease into the 
future. Then we may ascertain, by 
combining these trends together, the 
present and future value of real es- 
tate. Such a development will be a 
logical scientific development of rea- 
soning from the known to the un- 
known; but it will not be the develop- 
ment which we are tending to use to- 
day of reasoning from unknown in- 
come and unknown future rates of 
capitalization, unknown taxes, un- 
known depreciation, and unknown ob- 
solesceence—to an unknown valua- 
tion. 


I think we have fooled ourselves in 
these matters a great many times. We 
have seen the inaccuracy of the ap- 
praisals in the past. We have been dis- 
satisfied with them. Then we have 


taken property in the present, decided 
what the value of that property was, 
applied to it a theoretical method of 
appraisal which met our ideas of that 
property’s value, and have, to our sat- 
isfaction, proven the method that 
way. As a matter of fact, proving a 
method that way is entirely fallacious. 
The demonstration appraisals which I 
have seen have not been based on the 
past. 


To illustrate what I mean, let us 
take the outline of the property so 
ably presented by John P. Hooker, M. 
A. I., in the July Journal. In that ta- 
ble he shows the income, depreciation, 
operating expense, taxes, and net in- 
come of the property from 1908 to 
1932. Now, suppose we carry our- 
selves back into the past and look at 
that piece of property as we would 
have at that time. We shall find that 
for the first four or five year period 
the income, the expense, the taxes, 
and the net income were on a compar- 
atively steady basis. I believe it is rea- 
sonable to assume that if any one of 
us had approached that property in 
1908 for the purpose of capitalizing 
the future rentals in order to appraise 
its real value, we would have project- 
ed forward the income level approxi- 
mately as shown in the first four or 
five years; and we would have pro- 
jected forward approximately the 
same operating expenses and approxi- 
mately the same taxes and net income. 
We should probably have made al- 
lowance for a gradual decline in gross 
and net income as depreciation and 
obsolescence began to affect the struc- 
ture. I question if any one of us would 
have had the prophetic vision to esti- 
mate that the gross income would rise 
from approximately $390,000.00 in 
1908 to $750,000.00 in 1928; nor 
would we have estimated that the op- 
erating expenses would jump from 

3 See The Journal of The American Institute of Real 


Estate Appraisers, July 1938 (Vol. I, No. 4, page 
346ff).—Ed. 
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$120,000.00 to $250,000.00; _ nor, 
again, would we have estimated that 
the taxes would jump from $40,000.- 
00 to $135,000.00. Consequently, if 
we had, using the “modern” capital- 
ization method, projected our income 
into the future and capitalized that 
income, we would have created a to- 
tally different picture of this property 
than that presented by the figures giv- 
en us by Mr. Hooker. There is a ques- 
tion in my mind as to whether the cap- 
italized value, which we would have 
found in that appraisal by projecting 
forward our estimate of income in 
1908, would have been any nearer the 
actual value, as shown in retrospect 
by the table presented by Mr. Hooker, 
than an experienced appraiser would 
have obtained by approaching the 
problem through one of the older 
methods. The case which I outline 
thus is not unusual. 


Concrete Cases 


One or two other illustrations will 
show what I mean: In 1908, we sold a 
' two-family house for $5,600.00. It was 
a frame house, in a fairly well-estab- 
lished location, and was rented for 
$50.00 per month—that is, $25.00 
per month per flat. If one of us had 
been appraising that property by the 
capitalization method in order to ar- 
rive at the property’s true value, we 
would undoubtedly have projected 
forward the $600.00 a year income. 
We would have gradually written that 
off as the frame building depreciated 
and have had a very much lower in- 
come shown from this depreciated 
building in 1933 than we had in 1908. 
That would have been a reasonable 
expectancy from the facts as we could 


have seen them in that day. As a mat-. 


ter of fact, however, that twenty-five 
year old frame two-family house, at 
the bottom of the greatest depression 
this country has ever seen, is bringing 
in today $75.00 per month or fifty per 
cent more than it brought in as a new 


structure, and in the interim the in- 
come from the property has risen as 
high as $150.00 a month, or a two hun- 
dred per cent increase over the income 
of the new property in 1908. What 
appraiser believes that he would have 
had the foresight and vision to have 
forecast so accurately the future as to 
have laid down in 1908 the actual 
benefits which ownership of this prop- 
erty has shown during the last twenty- 
five year period? 


Let us take the other side of the pic- 
ture. In 1925, a responsible owner in 
my home town leased a centrally-lo- 
cated property to a very responsible 
tenant for a thirty-five year period on 
a net lease which started at $80,000.- 
00 per year and gradually increased 
to $150,000.00 per year at the end of 
the term. That property is still owned 
by the same party. It is still occupied 
by the same tenant, and the tenant is 
still absolutely responsible. Yet, be- 
cause of the financial catastrophe 
which has hit this country, that tenant 
is paying and the owner is voluntarily 
accepting only fifty per cent of the 
amount called for in the lease. What 
one of us can be certain that in 1925 
he would have had the vision to: pro- 
ject forward the real income curve 
from that property in capitalizing its 
future benefits in order to arrive at its 
true value? Personally, I question 
whether any of us would have done 
so. I believe we would all have pro- 
jected forward the expected income 
under that lease and have arrived at 
a totally different conclusion than that 
which present situation has justified. 


The Cause of the Error 


Now, it seems to me that our fail- 
ure to realize that we have not yet 
built up the data that makes it pos- 
sible to arrive at the true value of real 
estate, has led us into two errors. In 
the first place, we have failed to dif- 
ferentiate between our desire for the 
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ideal value which ought to be and our 
employment to ascertain the market 
value; that is, we have combined both 
concepts in a single expression. We 
have felt that any divergence from 
that single aim was an error. We have 
refused to recognize varying values, 
varying standards of employment, 
varying forces of the human factors 
which mould real estate values. We 
have failed to realize that we are em- 
ployed for different ends. 


It is true that certain of the people 
who employ us would like to know 
the true value if we could give it to 
them. I think there is no question but 
what that is true of many a mortgage 
investor. On the other hand, I have 
had more than one investment banker 
say that he was not interested in a 
theoretical true value. He claimed that 
he did not want real estate. He want- 
ed mortgages. Consequently, what he 
wanted to know was not what the real 
estate was worth by capitalizing some 
future benefits, but what he wanted 
to know was at what price he could be 
sure some one in the market would 
take it off his hands. The actual mar- 
ket, some of these bankers believe, is 
infinitely more important than what 
the market ought to be. 


I think there is no question but 
what, if the average purchaser of in- 
vestment real estate could come to us 
and get an absolutely accurate state- 
ment of what the market value ought 
to be as contrasted with what it is, he 
would be pleased to do so. I have seen 
investor after investor, who knew he 
could buy a given piece of property at 
$200,000.00, who wanted to know 
whether the real benefits which would 
accrue during his ownership would 
show a true value of $150,000.00, 
$200,000.00 or $250,000.00. 


=— 

On the other hand, I believe that 
when we come to condemnation pro- 
ceedings, the intent of the law, the in- 
tent of the courts, is not to ascertain 


some abstract true value, but is to as- 
certain what the property will actual- 
ly sell for in the market. They are not 
asking us what the market value ought 
to be, they are asking us what the 
market value is. I believe we should 
recognize that and not try in our so- 
called scientific endeavor to avoid the 
issue. I believe we should face fairly 
the object of our employment and 
meet it. 


In so far as the clients are con- 
cerned, however, who would like to 
ascertain the true value—I believe 
that we weaken our position, we bring 
discredit on appraisal work, we bring 
discredit on real estate, when we try 
to represent that we are in position 
and have the data and information to 
certify to true value. When we deliver 
a certificate to a client, stating that the 
warranted value of a certain property 
is such and such, he has a right to be- 
lieve that as the years of ownership 
go along they will check the accuracy 
of that appraisal. When the years 
show violent variations from that 
schedule, due to the appraiser’s in- 
ability to forecast the future, the con- 
fidence of that client is lost. I think 
this has been true of the type of ap- 
praisal that has been so popular in 
our organization within recent years. 
Dr. Mertzke, in his last article*, em- 
phasizes particularly that the seven- 
teen page appraisal, which sets forth 
all of the facts, including the project- 
ed future income, is the type of ap- 
praisal to which we should tend. Right 
there, I disagree with him. I believe 
we should educate our appraisers to 
have before them adequate data in 
reference to sales, adequate data in 
reference to reproduction costs; and I 
believe that they should check their 
valuations arrived at from sales and 
reproduction costs against their cap- 
italization of future estimated rents. 


4 See The Journal of the American Institute of Real 
Estate Appraisers, July 1933 (Vol. I, No. 4, page 
298ff).—Ed. 


See ee Lee ee 
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Perhaps I should interject here a 
comment as to what I mean by the 
capitalization method as the founda- 
tion of an appraisal in contrast with 
this method as one of the three-fold 
checks on valuation. The capitaliza- 
tion method as a foundation method 
seems to me to involve the setting up 
of a definite period for the remaining 
economic life of the improvements — 
then the laying down of definite in- 
come, operating expense, taxes, inter- 
est, depreciation, and obsolescence 
for this entire period. Capitalization 
for checking purposes involves the 
laying down of these factors for as 
long a future period only as it is rea- 
sonable to suppose that individuals 
who make up your actual market will 
consider. Comparatively few purchas- 
ers figure to the end of the economic 
life of the buildings—in fact few of 
them believe that they can see that 
far ahead —consequently, this latter 
checking use involves a shorter period 
and thus reduces the factor of error 
in rental capitalization very material- 
ly. I do not believe in the capitaliza- 
tion method as a foundation for ap- 
praisal purposes, but I am just as pos- 
itive in feeling that capitalization of 
income is an absolutely necessary fac- 
tor in checking any real estate valua- 
tion. 


Such a check of valuation against 
capitalized rents will often bring to 
light an error in the previous deduc- 
tions. On the other hand, I believe that 
when they put the statement of those 
future estimated rents into their writ- 
ten appraisal for presentation to the 
client, they put out before the public a 
document which is almost certain to 
result in lack of confidence in the work 


which has been done. I believe that 
the appraisal, which honestly and 
fairly states that it is an estimate of 
the present market value of the prop- 
erty and at the same time states to the 
client what the appraiser believes the 
future trend of that market value will 
be, goes as far as we are justified in 
going with our present limited data. 


I believe, furthermore, that until 
we have data that will justify us in 
going beyond the limits of a market 
valuation, there is one important ele- 
ment in appraising the value of a piece 
of real estate which we are tending to 
ignore. Dr. Mertzke says there are 
but three elements to take into consid- 
eration — reproduction costs, sales 
data, and capitalization of income. I 
believe that even more important is a 
recognition that the chief element of 
satisfactory appraising is an analysis 
of the mass psychology as it affects 
the individual’s desire for a particular 
property. 


The time may come when we can 
scientifically appraise what the mar- 
ket value should be. Until that time 
comes, I believe we should limit our- 
selves in our public service to apprais- 
als of what the market value really is, 
using, to the best of our ability, all 
three of the factors which Dr. Mertzke 
outlines and adding to that a keen 
realization of the necessity for gaug- 
ing accurately mass psychology in re- 
spect to real estate sales. In the mean- 
time, I am heartily in favor of contin- 
ued research along the lines of pure 
science. But I do not believe in bring- 
ing incomplete, inaccurate attempts 
at pure science into our practical field 
in such a way as to destroy confidence 
and defeat our ultimate object. 


o% ¢ 
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CERTIFICATE OF APPRAISAL 


Lewis R. Smith does hereby certify that, upon application for valuation 
, of Cincinnati, Ohio, he personally examined the follow- 
ing described property: 


DIXON BLOCK 


Location: Northwest corner of Central Avenue and Laurel Street. 


Land: 84.90 ft. frontage on Central Avenue. 100 ft. frontage on Laurel Street. 
Linear Street Frontage: 184.90 ft. Area: 8,490 sq. ft. 


Improvements: 4 story and basement, store and apartment building, of ordi- 
nary brick construction. 


and that Lewis R. Smith is of the opinion that the reasonable market value of 
the fee simple title, free, clear and unincumbered, of the above described land, 
together with the improvements, thereon on January 21st, 1933, is 


SEVENTY-ONE THOUSAND SIX HUNDRED EIGHTY- FIVE DOLLARS 
($71,685.00) 


IN WITNESS WHEREOF, Lewis R. Smith has signed this certificate of 
appraisal this 21st day of January, A. D. 1933. 


Rd 


a Jj 





This certificate of appraisal, including a report of 15 pages, attached 
hereto and made a part hereof, is made on the understanding and is accepted 
on the condition that I shall be called upon to give testimony concerning the 
value of the property appraised, or to give any information relating to it in or 
before any proceedings at law, or otherwise. 
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Location and Transportation 


The premises in which the fee sim- 
ple title is here in question, are locat- 
ed at the northwest corner of the in- 
tersection of Central Avenue and Lau- 
rel Street, Cincinnati, Ohio. 

This location is seven blocks north 
of the City Hall and one block west of 
the Central Parkway. 

Central Avenue at this point is 66 
feet in width and is paved with as- 
phalt, which paving is in good condi- 
tion. Laurel Street at this point is 50 
feet in width and is paved with as- 
phalt, which paving is in good condi- 
tion. Kuhfers Alley, adjoining the 
premises on the west, is ten feet in 
width and is paved with asphalt which 
paving is in good condition. 

Zoning provisions applicable to this 
property provide that it may be used 
for Business A purposes, subject to 


the restrictions in Section 452-21, of 
the revised Building Code as of Janu- 
ary 1st, 1927, which also provides for 
rear yards in Section 452-53, and the: 
building height limit at the street line 
may be 1% times the width of the 
street, or 99 feet, without set back. 
New Building Code and Zoning Ordi- 
nance will be put in effect about June, 
1933. These premises in the new ordi- 
nance are put in Industrial A classifi- 
cation, and the restrictions for use are 
contained in Section 1316; regulations 
as to heighth is 120 feet; without set 
back. 


Central Avenue is generally regard- 
ed as the westerly boundary of the 
Central Business District; the district 
west of Central Avenue is densely 
populated and contains many large 


tenement houses, manufacturing 


buildings and garages. 
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CENTRAL 





satin! 
JOHN 


As a result of economic conditions, 
during the past three years many of 
the buildings west of this property 
have been vacant, some of the owners 
have been in financial difficulties, re- 
sulting in foreclosure suits, and rental 
conditions in this immediate neighbor- 
hood are far below normal, and it has 
been very difficult in the past three 


VE 


a 
WW 
5 
< 
a 


7. 
years, to maintain a fair ratio of occu- 
pancy in the above building. 

As to certain improvements in the 
immediate vicinity of the property in 
question, attention is called to the Cin- 
cinnati Music Hall Auditorium, locat- 
ed on the Central Parkway, one 
square east of the Dixon Block, to the 
former location of the Cincinnati Gen- 
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eral Hospital, the vacant lot of which 
is now used as a central farmers’ veg- 
etable and fruit market, lying on the 
east side of Central Avenue, beginning 
at Ann Street (which is a continuation 
of Laurel Street) and extending from 
Central Avenue on the west to Central 
Parkway on the east, and two blocks 
south to West Twelfth Street. 


As to transportation—the premises 
here in question enjoy close proximity 
to two principal local modes of trans- 
portation in use in the City of Cincin- 
nati— Cincinnati surface lines oper- 


ating on Central Avenue and on Clark 
Street, two blocks south, afford trans- 
portation to all sections of the City, 
either directly or by transfer connec- 
tion. Interurban and suburban bus 
lines operate on Central Parkway, one 
block east. 


Cincinnati’s famous Central Park- 
way, one block to the east of the 
premises, makes it possible for the 
property here in question to be most 
conveniently reached by automobile 
from all sections of Cincinnati and 
Hamilton County. 


Plat of Premises 








AVE. 








CENTRAL 








LAUREL 


C7 


_ The above dimensions have been taken from survey made by the City En- 
gineer of the City of Cincinnati and attached to the petition in the condemna- 
tion suit. 


Scale—1 in. equals 20 ft. 
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Legal : Description 


Lots 1, 2, 3 and a part of Lot 4 of O. 
C. Betts Subdivision of Betts Block No. 
5, in the City of Cincinnati, Hamilton 
County, Ohio. 


Total Land 


84.90 ft. frontage on Central Avenue. 
100 ~=s ft. frontage on Laurel Street. 
100 ft. along the north line. 

84.90 ft. along the west line, which 

said west line abuts a 10- 
foot public alley. 


Linear street frontage: 184.90 feet. 
Area: 8,490 sq. ft. 


Land Taken By Condemnation 
55 ft. frontage on Central Avenue. 
100 += ft. frontage on Laurel Street. 
84.90 ft. along the west line abutting 
alley. 


LAUREL 


40 ft. on the north line. 
Linear street frontage: 
Area: 


155 feet 
6,696 sq. ft. 


Description of Improvements 


The improvements here in question 
consist of a four story and basement 
brick structure, containing five apart- 
ments of four rooms and bath, nine 
apartments of five rooms and bath, 1 
apartment of eight rooms and bath, 
with entrance from Central Avenue 
and entrances from Laurel Street, and 
five storerooms fronting on Central 
Avenue. 


The building is built in the shape of 
the letter “U” with court yard, with 
an exterior of common hard brick, 
with limestone trimmings. The roof is 
of composition. All of the apartments 
were newly papered in the year 1932. 


S7. 


’ 
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FAry P¥YLNID 





























APPRAISAL OF Dixon BLock 137 





The roof shows some bad leaks and 
the majority of the plumbing fixtures 
in the bath rooms and the sinks and 
hot water heaters in the kitchens are 
obsolete and need replacement. The 
apartments are heated by coal stoves, 
gas stoves and coal fire places; the 
stores are heated by gas stoves. Each 
apartment and each store has gas, 
electric light, hot and cold water and 
sewer connection. 


Chronological Data 


The land here in question was pur- 
chased in three parcels as follows: 


April 26, 1888—30 x 100 ft. at the 
northwest corner of Laurel Street 
and Central Avenue, for $10,- 
000.00. 


Dec. 12, 1873—next 16 feet on the 
west side of Central Avenue by a 
depth of 100 feet, for $4,160.00. 


June 12, 1888 —next 38 ft. 9 in. west 
side of Central Avenue by a 
depth of 100 feet, for $10,750.00. 


The then owner in 1890 built the 
Dixon Block and sold the Dixon Block 
to Mr. Dixon, entire land and build- 
ing, for the sum of $76,200.00. 


This property then passed through 


several hands and the present owner 
purchased the same on February 14, 
1930, for the sum, as he claims, of 
$90,000.00, and, of this purchase 
price, he assumed a first mortgage of 
$41,851.94 and a second mortgage of 
$23,000.00. 


Valuation Process of Entire Property 


Since the property here in question 
classifies itself as an investment prop- 
erty, I thought best to use three meth- 
ods in arriving at a valuation, viz.: 
Summation method, net earnings 
which it is now producing and which 
it may be expected to produce in the 
future, and its sale value (not forced) 
between a willing buyer and a willing 
seller. 


I am of the opinion that the present 
improvements represent the highest 
and best use to which the property 
may be economically put, even though 
I have heretofore stated that the roof 
and plumbing are not in the best con- 
dition. 

Based on collateral sales covering 
a period of ten years leads me to use 
a unit of value of $300.00 per front 
foot on Central Avenue and $140.00 
per front foot on Laurel Street, which 
makes my land appraisal as shown on 
page 138. 





Summation Appraisal 


Cost of reproduction of the building: 
421,152 cu. ft. at 30c 


$126,345.60 


Depreciation 42 years, at 114% per year, or 63% 179,597.72 


Deduct: 


$46,747.87 


Estimated cost of replacing plumbing with mod- 
ern plumbing in kitchens and throughout the 


building, as per bids 


Replacing bath room fixtures, bath tubs, lava- 


tory, toilet, as per bid 


Putting on new roof where necessary, as per bid.. 


$ 4,950.00 


Leaves a sound value for the building of $41,798.00 
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84.75 feet on Central Ave. at $300 per front foot $25,425.00 
Corner influence of Laurel Street, 25% 6,356.00 
Alley influence, 10% 2,542.00 


Total Land Value $34,323.00 


The above figure is equivalent to $405.00 per front foot on Central Ave. 
Total Summation Value $76,121.00 


Rental Appraisal 
Based on average present depression rentals in this vicinity. 


Rent per Rentper 

Month Year 
Storeroom No. 1327 Central Avenue F $ 720.00 
Storeroom No. 1329 Central Avenue . 600.00 
Storeroom No. 1331 Central Avenue ‘ 420.00 
Storeroom No. 1335 Central Avenue : 420.00 
Storeroom No. 1337 Central Avenue y 420.00 


$2,580.00 
No. 1333 Central Avenue, entrance to five 4-room apart- 


ments and attic storerooms, at $25.00 per month each.... : 1,500.00 
No. 406 Laurel Street, 2 apartments five rooms and bath, 

one apartment eight rooms and bath, rented to one par- 

ty for $105.00 per month . 1,260.00 
No. 408 Laurel Street, 7 apartments, five rooms and bath 

in each, laundry and storerooms on the 4th floor, at 

$25.00 per month, each : 2,100.00 


Gross rental $7,440.00 


Insurance $ 403.81 


926.07 


132.00 
Electric light in halls 60.76 


10% vacancies 744.00 
1,895.18 


Total charges $4,161.82 
Net Revenue $3,278.00, which is 6% on $54,633.34 
Rental Appraisal 


Based on statement furnished by owner. 


Rentper Rentper 

Month Year 

Storeroom No. 1327 Central Avenue : $ 900.00 
Storeroom No. 1329 Central Avenue X 600.00 
Storeroom No. 1331 Central Avenue j 540.00 
Storeroom No. 1335 Central Avenue : 540.00 
Storeroom No. 1337 Central Avenue , 540.00 


$3,120.00 
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No. 1333 Central Avenue, entrance to five 4-room apart- 

ments and attic storerooms, at $35.00 per month, each.. 2,100.00 
No. 406 Laurel Street, 2 apartments, five rooms and bath, 

one apartment 8 rooms and bath, rented to one party 

for $140.00 per month 1,680.00 
No. 408 Laurel Street, 7 apartments, five rooms and bath 

in each, laundry and storeroom on the 4th floor, at 

$35.00 per month, each é 2,940.00 


Gross Rental $9,840.00 


Insurance $ 403.90 
926.07 
132.00 
Electric light in hall 60.76 
10% vacancies 984.00 
Depreciation 1 year, at 1%% 1,895.18 


Total charges $4,401.82 
Net revenue $5,438.00, which is 6% on $90,633.34 


Willing Buyer and Willing Seller Value 


After giving mature consideration to the following values: 
Summation Value $ 76,221.00 
Depression rental value 54,633.34 
Rental Value at the time of purchase 90,633.34 


$221,487.68 
Lewis R. Smith’s opinion of sale values, based on average net rent- 
al between depression rentals and rentals at the time of purchase 
figures approximately 6-2/3% on $ 65,250.00 


If depreciation of $1,895.00 is left out but repairs of $300.00 al- 


lowed, this would make an investment of 9% on $65,250.00. —_——_—. 
$286,737.68 
Taking these four figures and dividing them by four gives me, 

what, in my opinion, is the reasonable market value of this prop- 

erty, or $ 71,685.00 


Valuation Process of Part of Property Condemned by The City of Cincinnati 
LAND: 


55 ft. on Central Ave., by 100 ft. dcep, at $300.00 per front ft...$ 16,500.00 
Corner influence, 25% 4,125.00 
Alley influence, 10% of $16,500 1,650.00 
Rear 1190 sq. ft. at $4.05 per sq. ft 4,819.50 


Total Value of land taken $ 27,094.50 


DAMAGE TO RESIDUE OF LAND: 
1785 sq. ft. at $2.021% per sq. ft $ 3,614.63 


Total value of land taken and damage to residue $ 30,709.11 
BUILDING: 


Under the statutes of Ohio, where, in a condemnation suit a 
greater part of a structure is taken, thus creating manifest 
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injury to the balance, the courts permit the owner to ask for 
the entire building value, which I set up in this appropriation 


case at 


$ 37,650.00 


Total value of land and building taken, and damage to residue..$ 68,357.11 


The City of Cincinnati approved a settlement in this case at $68,000.00, 
and consent verdict was taken for this amount divided as follows: 


Value of land taken 
Value of building taken 
Damage to residue of land 


Total Verdict 


$ 25,000.00 
39,400.00 
3,600.00 


$ 68,000.00 


It might be interesting for me to give you the method used in arriving at 
a sound building value of $37,650.00, which, together with land value of 
$27,600.00, gives me the willing buyer and willing seller value of $65,250.00: 


66 large rooms, at $500.00 per room 


3 medium size rooms, at $400.00 per room 
22 bath rooms and storerooms at $200.00 


1 storeroom, at $1,000.00 
4 storerooms, at $750.00 each 


LESS: 
Cost of modernizing 15 bath rooms 
Cost of modernizing plumbing in 15 
five stores 
Repairing roof 


Building value 
Comments 


When I was employed by the attorneys for 
the owner of the Dixon Block to make an ap- 
praisal and negotiate a settlement with the 
City of Cincinnati, if possible, I was informed 
by the attorneys that ten or twelve appraisals 
had been made of this property and, on a 
basis of these appraisals, no settlement could 
be reached with the City of Cincinnati. 

At a conference with the owner he stated 
to me that he had paid $90,000.00, for this 
property and, under no consideration, would 
he sell it to the City at less than cost. He fur- 
nished me a statement of operating expenses 
and rentals received by him prior to the time 
that the City filed the condemnation suit. In 
fairness to the owner, it should be stated that 
prior to the filing of the condemnation suit, 
the City had purchased many properties along 
Laurel Street for the widening of this street, 
the buildings on the properties were being 
torn down and the owner’s tenants became 
panicky as to the possibility of them having 
to move, and forced him to reduce some of 
the rents. 

The one important element that created a 
great difference between my appraisal and 


the appraisals made for the City of a. 


$ 33,000.00 
1,200.00 
4,400.00 
1,000.00 
3,000.00 


$ 42,600.00 


$ 4,950.00 
$ 37,650.00 


nati and the appraisals made for the attorneys 
for the owner by other appraisers; was the 
fact that there was a difference of twenty 
years in the age of the building as between 
the other appraisals and my own appraisal. 
We had in our office old plat books which 
showed that the land was occupied by a floor- 
ing and planing mill up until 1888 and that 
this building was built in 1890, whereas the 
other appraisers used 1870 as date the build- 
ing was erected, which was estimated age 
used by the tax assessors. 

Let me at this time call to the attention of 
all members of the American Institute of Real 
Estate Appraisers the necessity of having 
available or obtaining accurate facts as to 
age of buildings, former, present and future 
uses before they put on paper their opinions 
as to reasonable market value. As I grow old- 
er in the appraisal profession, I have im- 
pressed upon me daily the necessity of spend- 
ing sufficient time digging up and studying 
every possible detail that must be considered 
in making a present day appraisal. 

Respectfully submitted, 


Ma ae 


 MeAel, 








Comment and Discussion 


Hooker — On the Appraisal of the 
Dixon Block 


of American Institute of Real 

Estate Appraisers asked me to 
comment on the appraisal of the Dix- 
on Block in Cincinnati, I was reluctant 
to do so. One appraiser naturally hesi- 
tates to criticize the work of another. 
I have not the pleasure of knowing 
the gentleman who made this apprais- 
al, but assure him that these com- 
ments are only intended to be helpful 
to appraisers who may read this ar- 
ticle. 


The appraisal shows that much 
time and thought have been given to 
it. The data is adequate, but the con- 
clusions do not appear to me to be 
properly thought out. 


Wits the editor of the Journal 


The appraisal proceeds in an order- 
ly manner until it reaches the iead- 
ing, “Willing Buyer and Willing Sell- 
er Value.” At this point, in my opin- 
ion, it should be rearranged and the 
explanation of how the appraiser ar- 
rived at this value should be given, 
after which he should give his table 
of the four values, and follow with his 
opinion of the reasonable market val- 
ue, Which he determines by averaging 
these other values. 


As I do not know real estate rentals 
and values in Cincinnati, I accept in 
toto all of the figures as to summation 
appraisal, rentals, expenses, deprecia- 
tion, rates of capitalization of net in- 
come for the year 1930, and the ‘‘de- 
pression rental value.’”” My comments 
are on the methods and reasoning by 
which the conclusions are reached. 


The rental appraisals are capital- 
ized at 6%. The two net rentals are 
then averaged and, without explana- 
tion, the result is capitalized at a rate 


of 6-2/3%, which gives a value of 
$65,250. Here the appraiser is incon- 
sistent. If 6% is the proper rate, he 
should get an average value of $72,- 
633.33. Under the heading, “Valua- 
tion Process of Entire Property,” he 
mentions “net earnings which the 
property may be expected to produce” 
but gives no data on any future net 
earnings. 


In the summation appraisal, he 
places a value on the land of $34,323. 
In his own opinion of $65,250 as the 
present value of the property, he plac- 
es a value on the land of $27,600. The 
land value should be the same in both 
appraisals. 


In the summation appraisal, he 
places a “sound value” on the build- 
ing of $41,798. In the opinion of 
“Willing Seller and Buyer Value” of 
$65,250, he places a “sound value’”’, 
which he explains in detail, on the 
building of $37,650. Here he again is 
inconsistent. There is only one sound 
building value. 


He gives a “Willing Seller and Buy- 
er Value” of $65,250, and a “Reason- 
able Market Value” of $71,685. This 
is confusing, as these two values are 
generally understood to be the same. 


Land Building 
In his summation ap- 
praisal he gives 
In his own appraisal 

of $65,250 he gives 27,600.00 
In his appraisal for 

condemnation he 

gives for land tak- 


$34,323.00 $41,798.00 
37,650.00 


80,709.11 37,650.00 


I cannot agree with the method of 
determining the value of the land to 
be condemned, because subtracting 
$30,709.11 from $34,323 leaves a re- 
mainder of $3,613.89 as the value for 
the corner remaining, which has a 
frontage of 29.9 feet on Central Ave- 
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nue and 60 feet on Laurel Avenue. 
This figure is obviously too low as the 
appraiser states land on Central Ave- 
nue 100 feet deep is worth $300 per 
front foot. I do not know what depth 
tables are used in Cincinnati, but the 
tables used by the Chicago assessor 
give 68.8% of 100 feet for a 60 foot 
depth. Following as closely as pos- 
sible the appraiser’s method of deter- 
mining the corner value for the entire 
84.75 foot corner, I multiply 

29.9 x $300 x .688 or $6,171.36 
Add corner influence of Laurel 


Street, 25% 1,542.84 


$7,714.20 


Subtracting $7,714.20 from $34,322 
gives a value for land condemned of 
$26,608.20 instead of $30,709.11. 


As the appraiser states the owner 
is entitled to ask the full value of the 
building, we add its value of $41,798, 
as determined in his summation ap- 
praisal, to land value of $26,608.20, 
which gives a total value to the prop- 
erty to be condemned of $68,406.20. 


I utterly disapprove of the method 
of determining the value by averag- 
ing the figures the appraiser arrives at 
through his four methods of determin- 
ing different values for the property. 
These different values are merely 
guides to assist in determining the 
true value, and from them the ap- 
praiser should reason to a logical con- 
clusion. Merely to average them is to 
abandon all the knowledge and expe- 
rience the appraiser has to help him 
determine the real value of the prop- 
erty. Under no circumstances should 
such a set of preliminary figures be 
averaged to arrive at the value. Ap- 
praising real estate is not a mechan- 
ical process. 


The appraiser might have said in 
effect: 


The value of the land is 
The depreciation value of the build- 


Or a total summation value of $76,121 


In 1930 the owner paid $90,000 for 
the property and received a net rental 
of $5,438, which is 6% net after de- 
preciation on $90,633.34. 


The appraisal of present rents 
shows a net income of $3,278, which is 
6% net after depreciation on $54, 
633.34. 


The average of these rentals is $4,- 
358, or 6% net after depreciation ona 
value of $72,633. 


The property at present, in the 
midst of a depression, is earning 4.3% 
net after depreciation, on $76,121. 


The gross rentals of this property 
declined from $9,840 in 1930 to $7,- 
440, or less than 25%. This is far be- 
low the average decline in rentals. 


An increase in gross rentals of only 
$1,434 will again produce a net in- 
come of 6%, after depreciation, on 
$76,121. 


I therefore consider the value of 
this property to be $76,121. The im- 
provement is a proper one (the ap- 
praiser states the land is improved to 
its highest and best use), is earning a 
reasonable return on this value in a 
period of depression, and has earned 
a proper return on a much higher 
value. 


The City of Cincinnati proposes to 
condemn all the property except 4a 
strip of land 29.9 feet on Central Ave- 
nue, which will then be a corner hav- 
ing a frontage of 60 feet on the wid- 
ened Laurel Street. The owner of the 
property is entitled under the law to 
ask the full value of the building. 
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The value of the property is: 


Land 
Building 


$34,323.00 
41,798.00 


$76,121.00 


Value of the remaining land 7,714.20 


$68,406.80 


Had the appraiser proceeded in a 
manner similar to the above he would 
have had a logical, orderly process, 
without inconsistencies. 


Value of property condemned 


In his presentment of the case, 
there are breaks in his chain of rea- 
soning; and, while he has arrived at 
a reasonably close value for the prop- 
erty, the methods used, in my opinion, 
are incorrect. 


Had he followed a procedure sim- 
ilar to that outlined above, he would 
have proved his case almost 100%, as 
the City of Cincinnati did pay $68,000 
for the property condemned, and the 
value of the remaining land of $7, 
714.20 gives a value of $75,714.20, 
which is 99.46% of the value of $76,- 
121 I have placed on the property. 
That is about as close as any appraiser 
can hope to get. 


An appraisal should contain the es- 
sential facts, presented in an orderly 
manner, from which it should proceed 
to a logically reasoned conclusion. 
Then the appraiser is on firm ground 
and able to defend himself from at- 
tack. 


John P. Hooker, M. A. I. 


Chicago, Illinois. 
November 29, 1933. 





Dennis— On the Appraisal of the 
Dixon Block 


APPROACH the criticism of the 
appraisal report of Mr. Lewis R. 
Smith, M.A.I., on the Condemna- 


tion of the property at the northwest 
corner of Central Avenue and Laurel 
Street, Cincinnati, Ohio, with great 


reluctance. With all of the informa- 
tion he seems to have secured; his fa- 
miliarity with the history of the prop- 
erty, and his experience in condemna- 
tion cases, it is my judgment that he 
is laying himself open to real criticism 
by the method he uses in this ap- 
praisement. 


I feel competent to criticize this ap- 
praisal, because most of my appear- 
ances in Court have been as an expert 
in condemnation cases. 


I believe the safest and sanest meth- 
od in condemnation appraisal is the 
“before” and “after” method. 


My first criticism of Mr. Smith’s ap- 
praisal is the method he used in ar- 
riving at his land value. He should 
have gone over the whole lot; first, on 
the Central Avenue unit for the full 
depth of the lot, and then on the unit 
of the Laurel Avenue front, to get his 
corner influence. These two figures, 
plus the 10% for alley on the Central 
Avenue rate, would have given his 
land the “before” value. Mr. Smith 
used a percentage method to arrive at 
his corner influence. I think the unit 
foot method is better. 


Secondly, I question the method he 
uses in getting a square foot value of 
the rear lot. I cannot conceive of the 
rear of a lot fronting on a ten foot al- 
ley being worth as much per square 
foot as the front facing on a wide 
street. 


According to the plat, there was 
left a corner lot 29.90 ft. x 60 ft. The 
same method should have been used 
to arrive at the value of this lot, which 
remained after the taking. It was just 
as good a lot as before the taking, 
though smaller. The process he used, 
by damaging this lot one-half, as con- 
sequential damages (for which he 
gives no reason) is obviously wrong. 
By this method he reached a value of 
only about $3,600.00. The other meth- 
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od would have given him about $9,- 
000.00 for the lot left after condem- 
nation. The damage to the whole lot 
would be the difference between the 
value of the whole lot before and the 
value of the lot after. 


Mr. Smith’s method of adding to- 
gether his Summation value, ‘“de- 
pressed rental value,” Rental value at 
time of purchase, and “willing seller 
and willing buyer” value, and then 
dividing the total by four, I think is a 
dangerous method. It smacks of the 
method of a confused Jury. 


I believe the reproduction cost per 
cubic foot for improvements, less 
structural and obsolescent deprecia- 
tion, is the better method to value a 
building. But a glance at his ‘‘room 
value” will show it to be open to the 
severest criticism. Take his bath room 
value: He values these at $200.00 
each, and then says it will cost 
$150.00 each to “modernize”. This 
method of valuing improvements is so 
poor in my judgment that I will pass 
it without further comment. 


His using the summation method 
(which he did and he didn’t) and the 
method he used to check up by the 
use of the various rents are also bad. 
This is an “investment” property. I 
think the better method would have 
been to arrive at its rental value, eith- 
er by use of known rents or his know]l- 
edge of rental values of similar prop- 
erty, and after proper deductions, cap- 
italize the net income. 


Oregon Milton Dennis, M.A.I. 


Baltimore, Maryland. 
December 1, 1933. 





Levy — On the Appraisal of the Dixon 
Block 


praisal report on the Dixon Block, 
which appears in this issue; and I 
am convinced after such examination, 


| HAVE carefully examined the ap- 


that the appraiser was most painstak- 
ing and thorough in the making of this 
report. Apparently, judging by the 
amount of the settlement agreed upon 
in the condemnation case in which the 
property was involved, both the ap- 
praiser and his work are held in high 
esteem by the parties in whose hands 
such settlements rest, and I am sure 
that such recognition is merited. 


However, from a purely technical 
standpoint and for the information of 
those who are interested in such mat- 
ters, there are several items in this re- 
port upon which I believe some com- 
ment should be made. At the outset 
let me say that I make these comments 
with the hope that the appraiser will 
take no exception to them, and that 
he will accept them purely in the light 
of constructive criticism as coming 
from one who is deeply interested in 
the appraisal of real estate and in 
proper appraisal procedure. 


First, and perhaps not of special 
importance, is the difference in the 
size of the land as shown upon the 
certificate and that which appears in 
the body of the report. The certificate 
states that the land fronts 84.90 ft. on 
Central Avenue and 100 ft. on Laurel 
Street. Upon the plat showing the size 
of the building, the Laurel Street 
frontage appears as 101 ft. while later 
in the report the Central Street front- 
age appears as 84.75 ft., and this di- 
mension is the one used in the calcu- 
lations. 


Of course, I realize that in the mak- 
ing of appraisals for use in condemna- 
tion cases we are often estopped by 
statute from using those methods of 
appraisal to which we have subscribed 
as members of the American Institute 
of Real Estate Appraisers. However, 
I feel that this report has gone far 
astray from even those fundamental 
principles of appraisal procedure 
which appear in the original “Stand- 
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ards of Appraisal Practice for Realtor 
Appraisers’”’. 


As the opening computation in this 
appraisal, there is produced what is 
termed a “Total Summation Value” of 
the property in question. Little com- 
ment seems necessary as to such a 
procedure or as to the value of the 
result of such a computation. As a 
part of this Summation Value, there 
is set up a land value based first upon 
a per front foot figure and increased 
by a so-called ‘‘corner influence” and 
a so-called “alley influence” both of 
which appear in the form of percent- 
ages of the original front foot value. 


I have expressed myself many times 
before various sessions of the former 
Appraisal Division of the National As- 
sociation of Real Estate Boards as be- 
ing definitely opposed to the use of 
such formulas in order to arrive at a 
land value. It is and has always been 
my opinion that somewhere among 
the many and varying Depth Tables, 
Corner Influence Tables, etc. one may 
be found which will meet the require- 
ments of a pre-conceived idea as to 
value. Iam further opposed to the use 
of definite percentages in appraisal 
procedure, particularly after having 
heard so-called expert witnesses fall 
down under cross-examination con- 
sisting in part of questions such as 
“Why isn’t the percentage 22% or 
27%?” and so on. 


As the next step in the report there 
is set forth what is termed a “Rental 
Appraisal Based on Average Present 
Depression Rentals in This Vicinity’’. 
No indication is given as to whether 
there were used any of the rentals 
now prevailing in the property in 
question or not, or whether there may 
not be some portions of the property 
from which the income is limited by 
reason of the remaining term of a 
lease which does not expire for sev- 
eral years. 


Then the appraisal continues with 
a “Rental Appraisal Based on State- 
ment Furnished by Owner’’; and this 
is apparently a reconstruction of the 
gross and net income of the property 
at the time it was purchased for $90,- 
000 early in 1930. 


In both the two last mentioned ap- 
praisals, I note that under the head- 
ing, “Charges Against Rentals” there 
appears an item “10% Vacancy”, 
which is, of course, in the wrong place. 
If the rental actually produced by the 
property is as set up in either of these 
rental appraisals, then there is no ne- 
cessity for the inclusion of the vacan- 
cy item; however, if what was intend- 
ed was a schedule of rental value and 
the appraiser feels that an allowance 
of 10% of such rental value is neces- 
sary to indicate what is now, or what 
was in 1930, the effective gross rental 
value, then such an allowance should 
appear in the calculations as a charge 
against the gross rental value, but not 
as an operating expenditure such as 
Insurance, Taxes, and simliar items. 


I cannot see that the appraisal of 
$90,633.34 as of the year 1930 can 
have any effect or influence on the 
value of the property as of the date 
on which the report was submitted. 
If the property had been bought in 
1925 or 1920 or 1915, there surely 
would be no object in reconstructing 
its then gross income, expenses, and 
net income in order that its then value 
might be shown in an appraisal made 
as of 1933. This value as of 1930 may 
be given consideration, but it does not 
have an active effect upon the value 
as of 1933. 


Insofar as the “Willing Buyer and 
Willing Seller Value” is concerned, it 
would seem to me that if it is the ap- 
praiser’s opinion that the present Will- 
ing Buyer and Willing Seller Value is 
$65,250, this is the figure which 
should be reported as the value of the 
property. 





146 


THE JOURNAL OF THE AMERICAN INSTITUTE OF REAL EsTaTE APPRAISERS 





I, of course, do not understand what 
process was gone through in obtain- 
ing an average rental between the 
present Depression rentals and the 
rentals prevailing at the time of pur- 
chase in 1930, in order to arrive at the 
“Willing Buyer and Willing Seller 
Value’, nor can I understand what 
possible influence upon this value the 
rentals which prevailed at the time of 
the purchase of the property in 1930 
can have. 


As the next step in the appraisal, 
there are added together four separ- 
ate, distinct, and unrelated “Values” ; 
and, then, by the simple arithmetical 
process of dividing by four there is 
produced a figure which is called the 
“Reasonable Market Value” of the 
property. 


-I must agree that the figure pro- 
duced by this process of division seems 
to balance against the settlement of 
$68,000 allowed by the City of Cin- 
cinnati for damages in the condemna- 
tion proceeding and leave $3,685 as 
the value of the remaining land, but 
in my opinion it does not bear the 
slightest resemblance to a study of the 
economics of the property in question 
or to the present and potential earn- 
ing power thereof. Although this type 
of process is very often used, and may 
in some cases be required, by juries 
hearing condemnation trials, it should, 
in my opinion, be condemned as mis- 
leading and unsound. 


Here in Illinois, condemnation 
awards, if made according to law, are 
based upon two elements. One of these 
is the value of the property immedi- 
ately prior to the condemnation and 
the other, the value thereof immedi- 
ately after the condemnation takes 
place. There is nothing in this report 
which sets forth these values, nor is 
there anything which would indicate 
why the damage to the remainder of 
the land was set at exactly $2.02 1-2 


per square foot or exactly one-half of 
$4.05 per square foot, which was the 
value placed upon the land actually 
taken. It would seem to me that in or- 
der that this report carry some weight, 
at least some supporting data should 
be included in it, unless it was supple- 
mented by oral testimony. 

Mark Levy, M. A. I. 
Chicago, Illinois. 
December 4, 1933. 





Quin — On Probable Income 


R. HENRY MUSCH’S Jr. chart* 
has been projected on the 


predication that in 1913 an ac- 
ceptable investment yield on the then 
current rentals, based on construction 
cost, was obtainable and that the 
trend of investment return since that 
time can be quickly discerned by a 
comparison of current rent indices to 
current construction costs. His views 
are refreshingly original and have 
definite value, particularly as a warn- 
ing signal and his chart convincingly 
points out the unsatisfactory invest- 
ment yield of larger properties over 
the entire twenty-year period. If, as 
he stated, such a chart was available 
for bankers, investors and builders of 
large buildings in 1928 undoubtedly it 
would have halted the erection of 
many unwarranted structures by show- 
ing at a glance that it was impossible 
for them to be profitable. 


While investment return may be 
computed on construction cost, such 
costs do not determine rental values, 
or rental trends, the latter two are the 
sole result of supply and demand and 
they will vary according to the 
amount of vacant space on the mar- 
ket. A property is more accurately ap- 
praised through an income analysis 
than by determining a satisfactory 
rate of capitalization, based on con- 
struction costs. 


*See Vol. II, No. 1, Page 34. 
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While Mr. Musch is not alone in 
wonderment over the finality with 
which certain individuals have deter- 
mined the income and expense of a 
commercial property to a penny for a 
score of years or more, and with sim- 
ilar assurance have fixed a final value 
on the investment by a conscientious 
use of actuarial tables extended to the 
nth degree, our concern should not be 
against the tools they use but the ap- 
plication of them. 


A shortage of space is immediately 
reflected in noticeably higher rentals. 
An increase in vacancies accelerates 
the drop in rental rates, irrespective 
of construction costs or the character 
of the building. Since 1925 there has 
been a progressively greater amount 
of vacancies in all cities, and since 
that year the rental trend has been 
downward and the net return of most 
income properties (particularly large 
office buildings) has been noticeably 
decreased. 


There can be a definiteness in de- 
termining the probable income of any 
large office building by analyzing 
what advantages the building under 
discussion possesses when compared 
with other properties, weighed to re- 
flect the following conditions: 


lst—The actual average rate for 
office space in that city, 


2nd—The amount of vacancies in 
that city, 


3rd—The rate of absorption per 
year in that city, 


4th—The amount of space used 
per capita and whether it is in- 
creasing or decreasing. 


The seasonal survey of rental condi- 
tions compiled by the various Build- 
ing Managers’ Associations gives these 
facts. In Chicago, for instance in the 
Period 1927-1930 approximately 
Three and One-Half Million feet of 


office space was produced in excess of 
the absorption ability of tenants, and 
by applying the amount of space ab- 
sorbed each year, it could be deter- 
mined that at least a seven and one- 
half year period would be required to 
fill the vacancies in existing buildings. 
Similar data is available in other cit- 
ies. With such factual evidence an ap- 
praiser can determine a base rental 
rate that can be extended into the fu- 
ture with certainty, because his estab- 
lished rate will reflect all these condi- 
tions. As to expenses,—specific esti- 
mates for operation, alterations, in- 
surance, depreciation and taxes are 
much more positive than a prediction 
following a general commodity and 
wage trend. Observation has shown 
that operating expenses can be fore- 
casted with assurance because over a 
period of years the operating expenses 
will rise and fall with income and 
such changes as may be in order are 
automatically compensated for by this 
factor. Mr. Musch is quite right in 
stating that after all we are attempt- 
ing to establish the probable income 
and expenses over a period of years, 
but surely they will be closer to actual 
results and more exact if they are 
based on the specific performance of 
the property and local conditions 
rather than through a comparison 
with general business conditions and 
indices. 


George Robert Quin, M. A. I. 


Chicago, Illinois, 
November 20, 1938. 





Thompson — On Depreciation and 
Obsolescence 


est the articles which appeared 
in the October number of “The 
Journal of the American Institute of 


H ext te read with intense inter- 


Real Estate Appraisers’, I am _ in- 
trigued particularly by the splendid 
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paper Mr. K. Lee Hyder contributed, 
entitled “Depreciation, Obsolescence, 
and Lack of Utility in Residential 
Property”. 


The author has undoubtedly fol- 
lowed in his discussion the definition 
of Depreciation set up in the Stand- 
ards of Appraisal Practice of our Na- 
tional Association. That definition of 
Depreciation is: 


Gradual exhaustion of the usefulness of 
property, such exhaustion comprising wear 
and tear, decay or decline from natural caus- 
es, and various forms of Obsolescence such 
as are attributable to the normal progress in 
the arts, inadequacy to growing needs and 
the necessity of replacement by new inven- 
tions. 


Accrued Depreciation: The decline in value 
of a property over a period of time due to 
wear and tear, decay or decline from natural 
causes, and Obsolescence. 


My criticism of this definition is 
that it ties in Obsolescence with De- 
preciation, when, in my humble opin- 
ion, Depreciation and Obsolescence 
are two distinct factors to be consid- 
ered in appraising a property. Partic- 
ularly does this apply to residential 
properties. 


Notwithstanding the fact that the 
Standards of Practice have tied in the 
definition of Obsolescence with that 
of Depreciation, they proceed later to 
give a separate and distinct definition 
of Obsolescence. This definition reads 
as follows: 


That change in building value due to nor- 
mal progress in the arts, changes in styles, 
inadequacy to present or growing needs, or 
the necessity for replacement due to new in- 
ventions. 


It is my belief that Depreciation and 
Obsolescence are absolutely distinct 
and that in analyzing a property they 
should be treated separately. 


It would clarify the whole situation 
if we would use the terms “Physical 
Depreciation” and ‘“Obsolescence’’. 


—. 


The dictionary definition of Deprecia- 
tion is: a. “The act of lessening or 
seeking to lessen in price, value or 
reputation.” b. “The falling of value, 
—reduction of worth”. Of course, ac- 
cording to this definition, ‘‘Deprecia- 
tion” might include Obsolescence. 
However, the dictionary definition of 
Obsolescence is: “Going out of use, 
passing into desuetude”. Synonyms 
for Obsolescence are: Ancient, anti- 
quated, disused. 


As the terms are applied in our Ap- 
praisal Practice, Depreciation un- 
doubtedly has to do with the physical 
aspects of a property, while Obso- 
lescence has nothing whatever to do 
with the retrogression of or degenera- 
tion in value due to age and use. 


Let us call the roll of a few author- 
ities. Authors of books and articles on 
Appraisal Procedure have given us 
various definitions covering these two 
elemental terms. McMichael in his 
Manual says: 


Depreciation represents loss of value due 
to physical deterioration, and sometimes a 
lessening of productivity due to change in 
use. 


He defines Obsolescence as follows: 


Obsolescence is functional and economic 
and denotes loss in value due to any change— 
lower productivity, inadequate architectural 
style, shifting of business, aging of residen- 
tial districts, absence of new and efficient 
building appliances, change in use, adverse 
business conditions, unfavorable tenancy, im- 
proper management, and other factors. 


Doctor Horace F. Clark in his vol- 
ume Appraising the Home, Chapter No. 
8, says: 


The physical deterioration of a building 
from wear and tear, from exposure, or from 
any other cause of change which affects its 
material structure, is classified as Deprecia- 
tion. The social changes which render a house 
less desirable as a home, with a consequent 
decrease in the number of people who would 
care to purchase and use it, constitute Obso- 
lescence. 
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Kniskern in his recent volume 
Real Estate Appraisal and Values has 
written : 

Buildings lose earning power by physical 
depreciation, that is, by actual wearing out 
and exhaustion. Obsolescence results from 
the invention of new equipment and new de- 
sign or from the changing character or use 
of a location. 


These definitions of Kniskern are 
elaborated upon Pages 291-292 of the 
game volume. 


Frederick Morrison Babcock in his 
volume, The Appraisal of Real Estate 
(1924) defines Depreciation as being: 


A steady and inevitable destruction due to 
wear, tear, and decay. It is the gradual phys- 
ical decay of building improvements resulting 
from the action of weather, time and actual 
use. 


He defines Obsolescence as: 


A reduction in value of physical improve- 
ments caused by factors which cannot be con- 
trolled or retarded. 

Mr. Babcock in his recent book en- 
titled The Valuation of Real Estate 
(1932) at page 401 says: 

It is customary to classify the various ways 
in which a property may decline in value as 
depreciation, obsolescence or depletion. Loss 
of value due to structural deterioration, use, 
wear and tear is frequently described as de- 
preciation. The loss of value occasioned by 
going out of style, by becoming less suitable 
for use, and by similar commercial or eco- 
nomic causes is described as obsolescence. 
The loss in value of property due to the us- 


Mr. Babcock further states (Page 
46) that Obsolescence is the principal 
cause of loss of utility in buildings. He 
observes that data pertaining to Ob- 
solescence involves human elements, 
social tendencies and the study of real 
estate history. 


Physical Depreciation and Obso- 
nee might be contrasted as fol- 
ows: 


Depreciation is 
—inevitable. 


continuous,—progressive, 


Obsolescence may be gradual or it may be 
immediate. 


II 
Depreciation affects the physical structure 
regardless of style or character. 


Obsolescence results from affects upon the 
structure, by elements which may be extran- 
eous. 


II 
Depreciation is, to a limited extent, pre- 
dictable for various types of buildings. 


Obsolescence is never predictable. 


IV 
Depreciation begins, theoretically immedi- 
ately upon completion. 


Obsolescence may never occur. 


V 

Depreciation may require a very slight 
charge off from replacement value cost 
though a building be twenty or thirty years 
old. 

Obsolescence may demand a tremendous 
charge off at the moment of the completion 
of a buliding. 


VI 
Depreciation with a fair degree of certain- 
ty may be measured by mathematics based 
upon thorough knowledge of facts regarding 
structural characteristics. 


Obsolescence is to be estimated by judg- 
ment based upon experience and is not to be 
reduced to a formula. 


VII 
Depreciation is constant and is irredeem- 
able though it may be retarded by care of a 
property. 


Obsolescence may exist today and vanish 
tomorrow. (Obsolete words, fashion of dress, 
furniture, architecture, and modes and man- 
ners of men have often been returned to 
common use.) 


It is with no mock modesty nor yet 
an inferiority complex that I essay to 
appear (per pen) before an audience 
of experts. It is, however, a grave re- 
sponsibility to pose one’s doctrines 
(even by way of “Comment and Dis- 
cussion’’) for the analytic criticism of 
the desciples of Socrates,—those So- 
cratists who, pregnant with pet ideas, 
stand with drewling jaws, hungering 
to tear at the ribs of any Realist, 
Idealist or Theorist who may advance 
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a thesis or a theorem for our guid- 
ance in appraisal work. 


What I conceive to be the high and 
righteous purpose of our organization 
is the co-ordination of proper princi- 
ples of appraisal as affecting Real Es- 
tate. This can only be achieved by 
Comment and Discussion. Procedures, 
principles and practices must be 
weighed in the scales of mass opinion. 


If we could agree to use ‘“Depre- 
ciation” (or “Physical Depreciation’’) 
as a term to apply solely to the phys- 
ical aspects of a property and apply 
“Obsolescence” as a term to cover all 
sentimental and social conditions such 
as surroundings, style of architecture, 
racial and physical environments, and 
the many amenities that conspire to 
constitute a perfect improvement, we 
would have less trouble setting down 
our facts and far less difficulty in 
proving them when called upon to 
give testimony. 


Burton Thompson, M. A. I. 


Elizabeth, New Jersey. 
November 27, 1933. 





Wilson — On Normal Value 


HE appraiser, in giving expert 
testimony, is frequently confront- 


ed with the question: “Disre- 


garding the present day value, what 
is the ‘normal value’ of the appraised 
property; the value that exists in or- 
dinary times?” 


When were economic conditions 
“normal,” and under what condition 
or circumstances were times “ordi- 
nary”? This “normal value” of ordi- 
nary times is a widely used economic 
expression and conception of value 
among the laymen, but when does it 
occur? 


Maps published at intervals in sev- 
eral of our business magazines reveal 


that the economic situation in the var. 
ious sections of our nation are not 
good, fair, or bad simultaneously ; that 
the nation as a whole is never, eco- 
nomically, in the same condition. The 
boll weevil may be bringing disaster 
to certain sections of the cotton belt; 
the corn borer to the corn belt; a se- 
rious drought in one section of the 
country; over-production in the pe- 
troleum fields; strikes in the indus- 
trial sections; while a real estate boom 
is breaking in another part of the 
country. 


“Dollar wheat and twenty cent cot- 
ton’? may mean that those particular 
sections of the country are prosperous, 
but not the whole nation. The leather 
industry in New England, lumbering 
on the Pacific Coast, or the petroleum 
and packing industries may be having 
good or bad times. These general con- 
ditions go to affect the economic or 
business conditions of the communities 
comprising their particular section; 
and while a particular condition may 
be obtaining in any one of these sec- 
tions, the country nationally, may be 
in a period of prosperity or in a pe- 
riod of depression. 


Were there any “ordinary times” 
with respect to real estate values dur- 
ing the World’s War, just after the 
War, during the “Coolidge prosper- 
ity”, the stock market boom, the re- 
cent depression, or the present pros- 
pects of inflation? At what time dur- 
ing this series of events were times 
“ordinary” or values “‘normal’’? 


When was the cost of building ma- 
terials or any of the other items af- 
fecting real estate values, high, low, 
or normal? When was the Union labor 
wage scale high, low, or normal? 
With the coming into the market of 
many new building materials lately 
developed and of labor saving devic- 
es, all throwing a haze around the hy- 
pothetical year of normal building 
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costs, how can we pick a year of nor- 
mal costs? 


“Ordinary times,” relative to real 
estate values, is a period of time. 
When have the economic conditions of 
the country, nationally and locally, in- 
sofar as they regulated the value of 
real estate from all of its contributing 
factors, been normal, with respect to 
one period of time to another. 


The 1926 level has been arbitrarily 
fixed by some as a normal year nation- 
ally; yet it was far from a year of nor- 
mal economic conditions to some sec- 
tions of the country; for instance, 
Florida, with the boom, the hurricane, 
and bank failures. 


Any year, picked as representative 
of “ordinary times’, is normal and 
similar to what other year? Is there a 
time when all the contributing ele- 
ments of value in any one community 
are the same as they were during a 
previous year; by what yardstick are 
they determined to be fairly similar 
and not grossly different? 


In our efforts to establish a particu- 
lar year as “ordinary times’, neces- 
sarily, we ask: Was the population of 
our city growing, dormant, or declin- 
ing at the time? Was there general 
building activity then? Was demand 
keeping up with supply? Was there 
subdivision development in progress? 
New industries coming in or going 


¢ 


out? Was that a good crop year for 
the back country, and were prices 
high or low? Were factories working 
full shifts or was there part time em- 
ployment? 


Assembling and correlating these 
and all other pertinent facts, what do 
they reveal? “Ordinary times’ and 
“normal values’? Perhaps three or 
four years previous would have been 
more representative of ordinary times 
and normal values. Conditions are not 
the same in any two years, either suc- 
cessive or widely separated; no year 
is exactly similar to any other year, 
so how can it be said which is more 
representative of “normal” or “‘ordi- 
nary times’’? 


Still, we are asked to look in retro- 
spect over history in our community 
and find a time that was “ordinary” 
—when “normal values” prevailed. It 
seems to me that the conjectural pe- 
riod of “‘ordinary times” and ‘“‘normal 
value” is arbitrarily fixed by the op- 
timism or pessimism of the individual; 
and I wonder if anyone can decide 
this period satisfactorily and convinc- 
ingly. There is considerable diver- 
gence of opinion on this subject. I 
have heard it handled both pro and 
con in a very worthy manner. What 
do some of the other members think 
about it? 


D. Earl Wilson, M. A. I. 
Miami, Florida, November 28, 1933. 


> 





Court Decisions 


Tax Appraisals As Evidence Of Value 


By ANDREW C. HAMILTON 
Member Illinois Bar 


assessed valuation of the prop- 
erty. What better evidence of 
value can the Court ask?” 


How often the careful competent 
real estate appraiser called before a 
court of law to testify as an expert 
witness is met with that devastating 
pronouncement from opposing counsel. 
Such an apparently authoritative find- 
ing of value by a governmental agen- 
cy seems an easy and welcome way 
out of the maze of conflicting calcula- 
tions and opinions. 

But is it? 

The Supreme Court of the State of 
Missouri was called upon to answer 
that question recently in the case of 
Kansas City & Grandview Railway 
Company, versus Thomas T. Moore, et 
al., decided on September 3, 1932, 53 
S. W. (2nd) 891. 


This was a condemnation for right 
of way for a railroad by the plaintiff 
over the lands of the defendant. Com- 
missioners were appointed in the State 
circuit court to assess the damages, 
and, exceptions being filed to their re- 
port the case was tried by a jury in 
that court on the question of damages. 
A large amount of evidence was heard 
on both sides. The evidence was whol- 


“Loe at this tax bill. There’s the 


ly as to the amount of damages and’ 


was very contradictory. The trial re- 
sulted in a verdict and judgment for 
the defendant in the sum of $7,500 
from which verdict the defendant ap- 
pealed. He complained that errors 
were made in trying the case and ‘in 
admitting and rejecting evidence and 
in the instructions given by the court. 


The first error which the State Su- 
preme Court was called on to consider 
was that the trial court allowed the 


plaintiff to put in evidence, over de- 
fendant’s objections, the assessed val. 
uation for purposes of general taxa- 
tion of the land in controversy for the 
year 1927, the date of the condemna- 
tion. It was shown in this connection 
that the defendant Moore did not 
make out any assessment list covering 
this land giving its value; that he had 
nothing to do with and no knowledge 
of the assessment and in no way as- 
sented to this assessment or valuation. 
He paid the taxes assessed, but that 
was all, and he testified that he gave 
the matter no attention so far as the 
assessed valuation was concerned. 
The objection made by the defendant 
to this evidence was that the assess- 
ment was not a true criterion of value; 
that the defendant Moore was not 
consulted and had nothing to do with 
the assessment, that it was wholly ez 
parte and, at best, only hearsay evi- 
dence. In its opinion the court said: 
Unless there is something to take this 
out of the general rule, we think the ob- 
jections to this evidence should have 
been sustained. Unquestionably, the law 
is, and ought to be, that the valuation 
placed upon the property by a public 
official for purposes of taxation only is 
not competent evidence to go to a jury 
on a litigated question of the value of 
the land. If it can be shown that the land 
owner has himself placed a value on the 
property in question, whether for taxa- 
tion or otherwise, or has in some way 
assented or even acquiesced in fixing the 
valuation, then such evidence might well 
be proper on cross-examination and as 
contradictory of such witness. 

Even that use of the assessed val- 
uation of land as evidence of value is 
held improper or is limited by some 
courts. Jackson v. Goldberg (Texas), 
283 S. W. 860; Vineyard Grove Co. 
v. Town of Oak Bluffs (Massachu- 
setts), 163 N. E. 888. 
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The rule of law is stated in Volume 
22 Corpus Juris at page 178 thus: 


The general rule is that a valuation 
made by public officials for the purpose 
of taxation, especially when remote in 
point of time, is not relevant to aid a 
jury in assessing the value of land or 
puildings unless such valuation is based 
on a statement by the owner, in which 
case it is competent against him, espe- 
cially if his statement was made under 
oath. 


In Volume 13 of the Encyclopedia 
of Evidence at page 455, it is stated 
thus: 


If the valuation is made by the asses- 
sor, without participation by the owner, 
or if the latter’s verification is limited 
to the correctness of the list so far as his 
ownership of the property is concerned, 
such valuation is not evidence of the cash 
or market value of the property. 


In Littledike v. Wood (Utah), 255 
Pac. 172, the Supreme Court of the 
State of Utah quoted with its approv- 
al opinions of the Indiana Supreme 
Court and of the Pennsylvania Su- 
preme Court, as follows: 


In the case of Cincinnati, H. & T. R. 
Co. v. McDougall, 108 Ind. 179, 8 N. E. 
571, it is said that such valuations are to 
be regarded as having been made for a 
special purpose, and that they are not 
competent as original evidence of value 
for any other than the purpose for which 
they were made, and that such lists are 
not competent either for or against the 
lister as origimal substantive evidence to 
establish the value of a particular article 
of property. The reason for the rule is 
stated by the court in the case of Han- 
over Water Co. v. Ashland Iron Co., 84 
Pa. 279, to be that an assessment is 
merely an ex parte statement made by 
an officer not subject to cross examina- 
tion, and is no evidence of the value of 
the land assessed. 


The reason for this rule is given by 
the Supreme Court of North Carolina 
in Hamilton v. Seaboard Air Line Ry., 
63 S. E. 730, as follows: 


Under our revenue law, the owner of 
land does not in listing it for taxation 


fix any value upon it. This is done by the 
assessors either from actual view or from 
the best information they can practic- 
ably obtain, according to its true valua- 
tion in money. We cannot see, therefore, 
how the fact that the witness “listed” 
the land for taxation has any tendency 
to show its value or his opinion in that 
respect. 


In a decision by the Supreme Court 
of the State of Maine, Allard v. La 
Plain, 130 Atl. 737, the court said: 


The value of real estate cannot be 
shown either by tax assessments or the 
amount of taxes paid. 


In the Missouri case first referred 
to, Kansas City, etc., vs. Moore, the 
Court commented on the rule of law 
as follows: 


In the present case, it was positively 
shown that the land owner did not par- 
ticipate in making this assessment and 
in no way assented to the valuation 
placed on the land by the assessor. The 
only way it is claimed that the land own- 
er assented to this valuation is that he 
paid the taxes. We do not think that this 
is enough to make the assessment lists 
admissible as to valuation. The land 
owner could do nothing except pay the 
taxes shown by the collector’s book based 
on this assessment. In fact, the collector 
could not receive more. We have hardly 
reached the Utopian age when a taxpay- 
er is expected to object to a tax collec- 
tor that his taxes are too low and insist 
on paying on a higher valuation. In fact, 
in a number of cases it has been ruled 
that the mere listing of one’s land for 
assessment is not a sufficient participa- 
tion in the valuation made by the asses- 
sor to make same binding on him. If such 
listing does not have that effect we hard- 
ly see how the mere payment of taxes 
can have such effect. 


Thus it appears that courts through- 
out the country have followed the 
common sense rule that the assessed 
valuation of real estate as indicated 
by a tax bill or by records of a Board 
of Assessors or by testimony is not ac- 
ceptable evidence of the value of the 
real estate for any purpose other than 
taxation. 


oe ¢ ¢ 
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The Assessor vs. the Assessed. JOHN A. 
ZANGERLE. R. E. November 25, 1933, 
p. 12. $0.30. Definite methods of pre- 
venting chislers from destroying equity 
and uniformity in assessment by com- 
plaints before assessor or reviewers. 

Depreciating Yesterday’s House. J. HAROLD 
HAWKINS. R. E. September 30, 1933, 
p. 18. $0.30. Tomorrow’s house, with 
modern architecture, new materials and 
low production cost, will decrease the 
value of the standard house of recent 
years. 

Down Goes the 1932 Assessment. J. L. JAC- 
OBS. R. E. October 14, 1933, p. 9. $0.30. 
A horizontal reduction of 25% in assess- 
ment valuation is declared in Cook Coun- 
ty, Ill. 

Factors Affecting the Values of Residential 
Property. HARRY S. CUTMORE. E. No- 
vember 3, 1933, p. 11. $0.30. Mr. Cut- 
more’s organization has within the last 
two years appraised more than 10,000 
residential properties. 

Habits and Property Values’ HARRY S. 
CUTMORE. R. E. December 9, 1933, p. 
9. $0.30. The effect of habits as reflected 
in erroneous and exaggerated land val- 
uations, particularly in the Chicago 
wholesale district. 


¢ 


Inflation is When? F. December, 1933, p. 31. 
$1.20. A realistic diagnosis of an ob- 
scure disease and a disinterested attempt 
to prognosticate its future course. 


Model Appraisal Report—Valuation of Water 
Front Pier Property. R. E. THOMPSON. 
N. R. E. J. November, 1933, p. 45. $1.20. 
Report number 29 in a series of demon- 
stration appraisals appearing in the 
Journal over. the past several years, cov- 
ering all types of properties. 


October Rental Survey Shows 26.91% Aver- 
age Vacancy. GEORGE W. KLEIN and 
LEO G. VARTY. S. M. November, 1933, 
p. 12. $0.45. Based on reports from 42 
cities and covers occupancy in 1,991 of- 
fice buildings. 


Valuing Homes in a Depression. ARTHUR J. 
MERTZKE. R. E. November 11, 1933, 
p. 13. $0.30. Market price of residential 
property under distressed conditions of 
present period does not indicate real 
value shown by broader view. 


Where Uniformity Lacks Equity. WILLIAM 
V. O’Malley. R. E. December 9, 1933, p. 
16. $0.30. Two lots of the same size and 
side by side are not necessarily of the 
same value. 


¢ 


Book Reviews 


Valenstein, Lawrence and Weiss, E. B. BUSI- 
NESS UNDER THE RECOVERY ACT. 
New York: Whittlesey House, 1933. 314 
p. $2.50. 

This publication is concerned primarily with 
the effects of the National Industrial Recovery 


Act on certain marketing phases of business 
enterprise. Its purpose is not to discuss social 
aspects nor the economics of production control 
but to consider the effect of the act on mer- 
chandising, selling and advertising in the light 
of long term trends. 
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The first five chapters lay the groundwork. 
Chapter 1 deals with the disintegration of in- 
dustry; Chapter 2 discusses “Business Social- 
ism vs. State Socialism”; “How Industry Is 
Preparing for its Rebirth” forms the subject 
of Chapter 3; Chapter 4 is headed “A Govern- 
ment Farce That Blazes the Trail” and Chapter 
5 deals with “Industry’s Forty Command- 


ments.” 


Chapter 1 is extreme in its statements of 
business conditions from 1929 to 1933, depict- 
ing the abandonment of laissez-faire and the 
collapse of the capitalistic order. Statements 
are made without proof and are subject to 
considerable question. In the light of the ex- 
perience of but four years can we say as do 
these authors: “A bare outline of the condi- 
tions of the U. S. in March 1933 is sufficient to 
show the complete collapse of individualism 
and the capitalistic structure as it had existed 
for more than 150 years?” What is the proof 
for the statement that “at the peak of the era 
of prosperity approximately 60 per cent of all 
industrial enterprises were not returning a 
profit?” Other premature statements unsup- 
ported by evidence exist in this first chapter. 
A few concrete illustrations of cases where un- 
fair competition had been fostered under the 
antitrust act would be much more convincing 
than the flat statement “that the antitrust laws 
were intended to suppress unfair competition, 
not to foster it.” Furthermore the authors 
presuppose the permanency of the National 
Industrial Recovery Act. The discussion would 
have been much more valuable, had the state- 
ment been included that the title ceases to be 
in effect at the expiration of two years after 
the date of enactment or sooner if the Presi- 
dent shall by proclamation or the Congress 
shall by joint resolution declare that the emer- 
gency recognized by section 1 has ended. Fur- 
thermore a brief statement as to the constitu- 
tional dangers ahead would have left the reader 
with a feeling that the subject had been more 
adequately covered. 


After getting off to a bad start, the authors 
go into certain misconceptions regarding the 
activities of the National Recovery Adminis- 
tration. These misconceptions have been han- 
dled in a fair and sound manner. In Chapter 3 
the organization and activities of trade asso- 
ciations are described. This is well written. 
Chapter 4 labelled “A Government Farce That 
Blazes the Trail” hits the Federal Trade Com- 
mission and its Trade Practice Conferences. 
Some of this criticism is undoubtedly true, but 
the Conferences receive pretty severe censure 
in view of the fact that some of the results of 
these meetings are now being utilized. Chapter 
5 is exceptionally well written. Forty different 
unfair trade practices are described in interest- 
ing and succinct style. In the chapters on 


“Merchandising in the New Era,” “Selling in 
the New Era,” “Advertising in the New Era,” 
“The Wholesaler in the New Era,” “The Re- 
tailer in the New Era,” “Association Adver- 
tising” and “Cartels in Germany” the authors 
contribute real value to our information on the 
effects of the National Industrial Recovery Act. 
The appendix also contains much useful in- 
formation for the desk of the business execu- 
tive, as “The President’s Message,” “The Na- 
tional Industrial Recovery Act,” “A Statement 
by the President,” “General Johnson’s Speech 
Explaining the Recovery Act,” and copies of 
several codes. 


C. M. Jones. 
Chicago, Illinois, December 7, 1933. 





Clark, H. F. APPRAISING THE HOME. 
New York: Prentice-Hall, Inc., 1933. 
380 p. $6.00. 


PPRAISING THE HOME, as stated by 
the author, is to help in the scientific 
art of appraising whether the reader 

be “a lender, a home owner, a Realtor, a stu- 
dent, or one who studies the goings and com- 
ings of the market place.” While the: meaty 
contents of this volume would be decidedly 
beneficial to a home owner or a lender, it is be- 
lieved that its most effective field would be for 
the individual who specializes in appraising 
or for students studying the subject in colleges 
and other institutions of learning. 


The book has an illuminating index and 
could be used as a reference book, but it is 
decidedly not “a handy reference manual.” 
As Francis Bacon has said, “Some books are 
to be tasted, others to be swallowed, and some 
few to be chewed and digested.” It seems 
to me that this work comes within the latter 
classification. 


The author covers, with detail and thorough- 
ness, each element that may enter into the 
problem of evaluating the home, but much of 
the essence is so basic in its nature that it 
is applicable to other types of properties to 
be appraised aside from dwellings and resi- 
dential land. 


Within the limited linage permitted for 
these remarks it is difficult adequately to de- 
scribe Dr. Clark’s book. As a whole it is as 
practical as it is scholarly. The chapters on 
home construction loans and inspections dur- 
ing construction are typically interesting. The 
opportunity of the appraiser to recommend 
certain changes in planning is well brought 
out, and if more carefully followed by ap- 
praisers, and their clients the lenders, the 
construction of freakish types of houses, with 
their attendant grief, would be minimized. 


I doubt, however, if that part of the Chapter 
XV which deals with estimating home con- 
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struction costs is, generally speaking, prac- 
tical. It states, “Make such detailed computa- 
t'ons from the plans as necessary, pricing 
each item. The final result of your estimate 
would be then compared with a cubic foot 
estimate.” Prior to this instruction, there ap- 
pears a list of items which includes, for ex- 
ample, brass water supply pipe, flashing, 
guttering, painting, plastering, electric wiring, 
roofing, etc. The average real estate appraiser, 
unless he happens to be also a_ practical 
builder, is not familiar with the cost of wiring, 
brass pipe, etc., but the appraiser does, or 
should, know approximately how much per 
cubic foot a certain type of home construction, 
as indicated by the specifications may be built 
for and, what is more important, what it 
should sell for when completed. In this in- 
stance, it seems to me that undue weight has 
been given to cost finding. A detailed phy- 
sical check of costs on large structures when 
desired by the appraiser may be secured from 
a competent contractor. 


However, the book contains so much meri- 
torious material that this humble appraiser 
feels that it is bordering on “picayunishness” 
to single out the above. Its contents include a 
wealth of interesting, colorful, and historical 
collateral information as well as many illus- 
trations, appraisal forms, and statistical tables 
on costs, zoning, land appraising, etc., which 
bespeak the author’s faithfulness to the details 
and romance of his subject. 


It is a book that you will not read hastily, 
but one which will be difficult to put aside. 
Its thoroughness reflects the author’s experi- 
ence as Educational Director of the American 
Savings, Building and Loan Institute; and, 
as a Member of the Joint Commission on Real 
Estate Education. 

Curtis Walker, M.A.I. 


Washington, D. C., December 2, 1933. 





Schmutz, G. L. AN INTRODUCTION TO 
CONDEMNATION APPRAISALS. Los 
Angeles: Minetta Miller, 626% South La- 
Brea Avenue, 1933. 70 p. $2.00. 


r SHE above book deals with condemnation 
actions, market value, depth tables, es- 
timation of damages, freehold computa- 

tions, leasehold computations, severance dam- 

ages, Supreme Court Decisions on Market 

Value, and court testimony. 


While there are paragraphs, which, to my 
mind, are controversial, I, as an expert in 
condemnation work for the past twenty-nine 
years, find in it echoes of my own experiences. 


To the real estate broker who seeks to en- 
large his earning capacity by entering the 
field as an expert appraiser in appraising 
property for condemnation proceedings and 





perfecting himself so that he may qualify to 
give court testimony, I recommend this book 
for his elementary training in this profession 
and as a guide and reference. 


To the layman property owner, whose prop- 
erty may at any day be taken by the right 
of eminent domain, this book will be a source 
of technical information needed by him and 
not usually found in any book in so concise 
a form. 


To an appraiser who has specialized in con- 
demnation appraising and testifying in court, 
this book will be a valuable follow-up to the 
1800-page—Volumes 1 and 2—A treatise on the 
Law of Eminent Domain in the United States, 
by John Lewis, published by Callaghan and 
Company, Chicago, and the 1600-page—2 
Volume—The Law on Eminent Domain—A 
treatise on the principles which affect the tak- 
ing of property for the public use, by Philip 
Nichols, published by Matthews Bender and 
Company, Albany, N. Y. 


Referring to the promise of the author in 
the preface, I hope that he will find time and 
inclination to amplify this book. 


I would like to refer to one or two dif- 
ferences of opinion which have arisen in my 
experience. 


; In Chapter No. 1, page 11—In Ohio prac- 
tice, severance damage can only be offset 
against special benefits and not against gen- 
eral benefits. 


Chapter I, page 17, first paragraph —I am 
of the opinion that after the words, “repro- 
duction cost” should be inserted the words, 
“less depreciation and obsolescence.” 


Chapter I, page 18, third paragraph—In 
my opinion, reasonable market value is ar- 
rived at by the condemnation appraiser by 
diligent use of all four types of value, as set 
forth in this book, because one cannot indulge 
in methods of research which would result in 
directly influencing opinion without giving 
credit to the source of such influence, nor ar- 
rive at a definite worth-while opinion, while 
knowingly ignoring or eliminating any source 
of information that may be obtainable. 


Chapter No. 3, page 24, second paragraph— 
I think that two more items should be added 
to the five enumerated therein, namely: 


Vi—tThe present and best use. 
ViI—Future uses. 


Chapter No. 3, page 25, third paragraph— 
I cannot agree in lumping all of the vacant 
residential lots in a certain price range, in 
a City, but feel that each subdivision in a City 
should stand by itself. 
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Chapter No. 3, page 26, fourth paragraph, 
second line—I think after the words, “par- 
ticular property” should be added, “of like 
character.” 


Chapter No. 6, page 34—The examples are 
very interesting and should form a basis 
greatly to assist the beginner. 


Chapter No. 9, Supreme Court Decisions— 
The citations from actual court cases are 
mostly made up of jurisdictions in the western 
states and condemnation appraisers in the 
eastern states should be governed by decisions 
and the rules of practice in their own courts. 


Chapter No. 10, page 67, first paragraph— 
I would add to this paragraph, “In preparing 
the case the expert witness should prepare 
the same as if he were employed by the op- 
posite side. He then will be in a better posi- 
tion to stand up under severe cross examina- 
tion.” 


I regret that this book was not available 
two years ago at which time I was teaching 
condemnation appraisals and expert testimony 
to a class of eighty members of The Cin- 
cinnati Real Estate Board. 


The author has made an outstanding con- 
tribution to our profession by the compilation 
of this work and I hope this will be an in- 
centive for other outstanding men in the con- 
demnation appraisal profession to lend their 
assistance and the benefit of their experience 
toward building a most complete library on 
this subject. 

Lewis R. Smith, M.A.I. 


Cincinnati, Ohio., Nov. 28th, 1933. 





Angell, Norman. THE STORY OF MONEY. 
Garden City, N. Y. Garden City Pub. Co., 
411 p. $1.00. 


“os is money, and money it is time! 
Don’t you be forgetting it. 
Always get all the money that you can 
BUT 
Don’t get TIME for getting it!” 


So runs a little ditty that was sung years 
ago in a musical comedy; and in considering 
Norman Angell’s book “‘The Story of Money,” 
the warning of the song comes into memory, 
as well as its exemplification of a widespread 
and dangerous misconception which Angell 
strongly emphasizes in his book, viz.: the be- 
lief that money constitutes wealth, and there- 
fore is to be sought after above all other 
things. Angell clearly shows that this confus- 
ing of money with Wealth—the mistaking of 
the symbol for that which it represents—has 
wrought grave consequences, bringing down 
untold distress and misery upon the heads of 
humanity wherever this confusion has held 


sway, and has, at some time or other, directed 
the acts of people in their efforts to avoid the 
evil consequences of their own mistakes and 
ignorance. Well does he say that “money can 
never be a safe and dependable device in a 
society made up of people who are ignorant 
of its nature.” 


The events of current times forcibly im- 
press upon us the necessity for gaining a 
knowledge of the nature and functions of 
money. “The Story of Money” is just what 
the title implies—a story of the evolution of 
money. The book, in its author’s words, “is 
not a treatise on Monetary Theory... It is a 
story, written for the layman, of man’s ex- 
periences with the device of money; some of 
the outstanding experiments that he has tried 
with it . . . some of the mistakes that he has 
made about it ... the story of money in its 
social relation.”” And it is very interestingly 
written. 


The ancient civilizations are dealt with in 
early chapters; and there is unfolded an ac- 
count of stable and elaborate societies which 
lasted for centuries, and even for thousands 
of years, practically without money. This will 
come as a surprise to most readers probably, 
and it will be wondered how this could have 
been. The book tells. 


Then there is related how men groped 
about for devices to aid them in exchanging 
the surplus or unwanted goods of one person 
for those of others; and the account unfolds 
some very strange things to one who has nev- 
er read about these gropings. There was 
“live” money—cows, horses, oxen; money of 
sea shells, porpoise teeth, whales’ teeth, boar 
tusks, woodpeckers’ scalps, feathers, wam- 
pum, blankets, glass, wood, beaver-skins, 
corn, sugar, molasses, tobacco, tally sticks, 
playing cards, and of many other things 
which one would never suspect were ever re- 
garded as money. Most strange, perhaps, is 
the story of the limestone money of the na- 
tives of the island of Uap; and of the un- 
questioned wealth of one native family whose 
“money”, so this family claimed (and they 
were believed, too), a huge limestone slab, 
traditionally enormous, properly shaped and 
finished so that it became “fei’’, as Uap mon- 
ey is known, had lain for two or three gen- 
erations on the bottom of the sea several 
hundred feet from the shoreline where it had 
been lost in a storm when it was being trans- 
ported to the domicile of its owner! 


The effects on the human race of the use 
of gold for monetary purposes is dealt with 
at considerable length; and the troubles 
which dogged the experience of the Roman 
Emperors when the Empire used gold, silver, 
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copper, and plated coins for money, and de- 
basement and inflationary measures were re- 
sorted to in those ancient days, are recount- 
ed in instructive and interesting fashion. 


A chapter on “Money Illusions Throughout 
the Ages,” and one entitled “Paper Money 
Experiments Throughout History” are very 
timely in view of United States and World 
monetary conditions existing today. These 
chapters present some lessons which may well 
be learned and remembered in these troublous 
times. 


Institute members may wonder: “Of what 
value is this book to appraisers?” It has a 
very definite message to them, for all real 
estate values are expressed in “money”; 
hence, unless the appraiser is aware of cer- 
tain money illusions which are more or less 
(mostly more) prevalent, unless he under- 





New Jersey Chapter No. 1 


This Chapter is holding its annual conven- 
tion in conjunction with the annual conven- 
tion of the New Jersey State Association of 
Real Estate Boards, at the hotel Berkley- 
Carteret, Asbury Park, N. J., December 14th, 
1933. The program of the Chapter is a part 
of the program of the N. J. State Association 
of Real Estate Boards. 


Mr. Herbert J. Hannoch of Newark, N. J., 
one of the State’s outstanding Real Estate 
trial lawyers will address the Chapter on the 
subject, “Reciprocal Obligations Between 
Counsel and Appraisers in the Preparation 
and Trial of a Case.” 


Mr. Cuthbert E. Reeves, M. A. I., Tax Val- 
uation Engineer, Buffalo, N. Y.; Tax Con- 
sultant for the New York State Tax Board, 
also author of the book on “Tax Valuations”, 
will have as his subject, “Reminiscence from 
Twenty Years of Appraising’. One thousand 
invitations have been sent to tax assessors 
and members of the County and State Boards 
of Tax Appeals to hear this address. 


A dinner meeting of the Chapter will be 
held at which time Mr. Philip W. Kniskern, 
President of the American Institute of Real 
Estate Appraisers, will be the guest of honor. 


It has been the policy of New Jersey Chap- 
ter No. 1 to work in close affiliation with the 
State Association. The State Association has 
turned over its entire appraisal program and 
work to the Chapter. 


oe % ¢ 


Chapter News 






stands the functions of money in modern 
society and economy, he will not be capable 
of giving the best service, and his opinions 
may be far from right. Certainly the knowl- 
edge which can be obtained from “The Story 
of Money” will prove of practical value to 
the appraiser and to all other members of 
society, for it will help in understanding the 
great problems of the day which are calling 
for solution. 


Shall the “gold standard” be scrapped? 
Can currency be managed? Can inflation of 
the currency be controlled once that course 
is embarked upon? Are commodities worth 
so much money, or is money worth so many 
commodities? See “The Story of Money.” 


AYERS J. DU BOIS, M.A.I. 


Los Angeles, California. 
December 9, 1933. 


The Chapter has advanced the interest of 
the American Institute of Real Estate Ap- 
praisers amongst the courts of our State so 
that membership in the Institute has become 
a badge of merit. It has been the experience 
of many appraisers when retained for ap- 
praisal work that their employment was con- 
tingent upon their membership in the Insti- 
tute. 


Florida Chapter No. 2 


At the regular annual meeting of Florida 
Chapter Number 2 held at Ocala November 
17, 1933 (at the same time and place as the 
State Convention of the Florida Real Estate 
Boards) the following officers were elected 
for 1934: 


Charles P. Glover of Tampa, President. 
D. Earl Wilson of Miami, Vice-President. 
C. W. Rex of Orlando, Treasurer. 

Hollis Bush of Miami, Secretary. 


J. Alvin Register of Jacksonville, member 
of the governing council and retiring presi- 
dent of the Florida Chapter, was made 4 
member of the Governing Board of the Flor- 
ida Chapter. 


There was a good attendance at the meet- 
ing and there were several interesting and 
helpful discussions in regard to appraisal re- 
ports turned in in competition for the Glover 
Appraisal trophy cup, which cup is put up 
each year for the best appraisal turned in by 
any Real Estate Board. 
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There were several constructive sugges- 
tions made as to policy and activity of the 
Chapter having to do with the bringing of 
competent, reliable and experienced apprais- 
ers into the membership of the American In- 
stitute and also the careful investigation of 
all applicants in order to prevent unfit men 
from becoming members of the Institute. 


Suggestions were also made as to the best 
methods of presenting to Realtors and to the 
public in general, the ideals and purpose of 
the American Institute and to set forth in a 
dignified way and by proper means the ad- 
vantages to the public of engaging members 
of the Institute as Appraisers of real estate. 


The next meeting of the Chapter will be 
held in Coral Gables, January 17-18-19 in 
connection with the annual meeting of the 
American Institute and with the mid-winter 
meeting of the National Association of Real 
Estate Boards. 


The Florida Chapter has been extended an 
invitation to put on a short program during 
the mid-winter convention and it is hoped 
that because of the wide variation in real es- 
tate conditions during the past ten years in 
Florida that this program will be interesting 
and helpful, not only to those who take part, 
but those who attend the program of the Ap- 
praisal Institute. 


Mr. Richard Knight of Jacksonville, State 
Appraiser for the Home Owners’ Loan Cor- 
poration, held a meeting with all appraisers 
for the corporation who were in Ocala at the 
time of the State convention. Several mem- 
bers of the American Institute were among 
these appraisers and there are a considerable 
number throughout the state, acting as ap- 
praisers for the corporation, thus showing the 
recognition by the officials of the Corporation 
of the members of the American Institute. 


Hollis Bush of Miami made an address be- 
fore one of the general meetings of the Flor- 
ida Association of Real Estate Boards on the 
subject “Federal Savings and Loan Associa- 
tions and their effect on Real Estate Activ- 
ities’, which address was followed by ques- 
tions and discussion. 


The membership of the Florida Chapter, 
including several recent additions, is now 
about twenty-five and our members are wide- 
ly scattered throughout the state. 


Ohio Chapter No. 3 


Ohio Chapter No. 8 of the Institute held 
its regular Fall Meeting at Columbus, Ohio, 
on October 25th. 


The attendance was not as large as the offi- 
cers hoped for. 


The Treasurer reported 26 active members 
and 2 affiliates, with all dues paid for one 
year in advance. 


Lewis R. Smith presented a paper on an 
actual appraisal of a parcel of land appropri- 
ated by The City of Cincinnati for street 
widening. The members present discussed the 
paper in detail, many valuable points of in- 
terest were brought up and all the members 
present had a profitable session. 


Five applicants for membership in the In- 
stitute were invited to attend the discussions, 
but none of them availed themselves of the 
opportunity. 


New York Chapter No. 4 


Chapter No. 4 New York Metropolitan 
District, which comprises the five boroughs 
of the City of New York, and all of West- 
chester, Nassau and Suffolk counties, will 
hold its first meeting, since the formation of 
the Chapter and the election of officers, on 
December 14th at the Advertising Club, 23 
Park Avenue, N. Y. C. 


Several of its members have recently been 
honored by important appointments. 


Mr. Bracton Goldstone of New York City, 
President of the Chapter, has been appointed 
a member of the General Appraisal Board of 
the Real Estate Board of New York. 


Mr. Lewis H. Pounds, Brooklyn, N. Y., a 
prominent member of the Chapter, has been 
elected President of the greater New York- 
Suffolk Title Guarantee Company. 


Mr. M. C. O’Brien, Brooklyn, N. Y., has 
been appointed a Director in the New York 
Guaranteed Mortgage Protective Corporation. 
This corporation is rehabilitating the Guar- 
antee Mortgage Certificates and is acting as 
an intermediary between certificate holders 
and the Title Companies. 


At the next meeting of the Chapter Mr. 
Henry Brady well known real estate expert 
will deliver a lecture on “Practical and legal 
phases of expert testimony in connection with 
condemnation proceedings.” 


The following men have been elected as 
officers of the Chapter. 


Bracton Goldstone, President. 
William F. MacDermott, Vice-President. 


James F. Matthews, Secretary-Treasurer. 
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Membership Committee—Irving I. Rosen- 
baum, Chairman; A. N. Gitterman. 


Committee on Standards of Practice and 
Ethics—Charles Partridge, Chairman. 


Publicity Committee — George H. Gray, 
Chairman; Frank M. McCurdy, R. W. Walden. 


The meetings of this Chapter take place at 
6:30 p. m. at which time dinner is served. 
The business session starts about one hour 
later. 


A novel feature of these get-together meet- 
ings is that each member of the Chapter has 
the privilege of inviting desirable prospective 
members as guests in order that those who 
are considering joining can become acquaint- 
ed with the men and the character of the 
work the Chapter is doing. 


California Chapter No. 5 


California Chapter No. 5, ever since its 
inception, has carried on a program of edu- 
cation from within. At each meeting one of 
the members of the Institute has been called 
upon to prepare a paper for the following 
meeting on some pertinent appraisal subject. 
It has been our endeavor to pick the man for 
each talk who was outstanding in that par- 
ticular field. 


The man who gives the paper prepares a 
mimeographed copy for each individual mem- 


New Jersey Chapter Number 1 
President — Morris Goldfarb, Perth Amboy, 


N. J. 
Vice President—John J. Berry, Newark, N. J. 
Secretary — W. W. Chalmers, Camden, N. J. 
Treasurer — John K. Leeds, Elizabeth, N. J. 


New York Chapter Number 4 


President — Bracton Goldstone, New York 
City, N. Y. 

Vice-President — William F. MacDermott, 
Jamaica, L. I., N. Y. 

Secretary-Treasurer— James F. Matthews, 
Brooklyn, N. Y. é 


Ohio Chapter Number 3 


ee ae S. Schmidt, Cincinnati, 
io. 
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ber so that we have the privilege not only of 
hearing the address, but also of studying the 
contents and making it part of our permanent 
file of information. 


On November 27, 1933, J. Mortimer Clark, 
M. A. I., of Long Beach, California, spoke on 
the subject of “LESSONS LEARNED FROM 
APPRAISING FOR EARTHQUAKE RE. 
CONSTRUCTION”. 


On October 23, Peter Hanson, M. A. L., of 
Glendale, California, gave an address on 
“HUMAN BEHAVIOR AND ITS EFFECTS 
ON REAL ESTATE VALUES”. 


On September 27, Ivan Thorson, M. A. L, 
of Los Angeles, California, spoke on “NEW 
METHODS OF MASS APPRAISING FOR 
ASSESSORS”. 


The Annual Meeting of the California 
Chapter will be held on December 18, 1933, 
at which time the officers for the ensuing year 
will be elected. 


Mr. Charles B. Shattuck, M. A. I., of Los 
Angeles, California, was appointed Chief 
State Appraiser of the Home Owners Loan 
Corporation for the State of California. Re- 
gardless of their political affiliations, every 
member of the Institute in California has 
been asked to serve as a fee appraiser in an 
endeavor to give the Government the highest 
type of appraisal knowledge in this work of 
humanitarian relief. 









Vice President — E. L. Ostendorf, Cleveland, 
Ohio. 


Secretary — Lewis R. Smith, Cincinnati, Ohio. 
Treasurer — W. F. Voges, Akron, Ohio. 


Florida Chapter Number 2 


President — Charles P. Glover, Tampa, Fla. 
Vice President — D. Earl Wilson, Miami, Fla. 
Secretary — Hollis Bush, Miami, Fla. 
Treasurer — C. W. Rex, Orlando, Fla. 


California Chapter Number 5 


President — Stanley L. McMichael, Los An- 
geles, Calif. 
Vice President — Ayers J. du Bois, Los An- 
geles, Calif. 
Secretary and Treasurer— Nathan Libott, 
Los Angeles, Calif. 
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Digest of the Minutes of the Meeting of 
the Governing Council 


The Governing Council of the American 
Institute of Real Estate Appraisers convened 
at a Dutch Treat Dinner at 6:30 P. M. in the 
Stevens Hotel, Chicago, Nov. 21, 1933, the 
following members being present: 

Philip W. Kniskern, New York City—President 

Joseph B. Hall, Cincinnati, Ohio—Vice Presi- 
dent 

Fenwick B. Small, Brooklyn, N. Y. 

Norman L. Newhall, Minneapolis, Minn. 

Harry E. Gilbert, Baltimore, Md. 

Frank H. Taylor, East Orange, N. J. 

Samuel C. Kane, Philadelphia, Pa. 

Walter R. Kuehnle, Chicago, IIl. 

Mark Levy, Chicago, IIl. 

Henry G. Zander, Chicago, IIl. 

W. C. Miller, President of the National 
Association of Real Estate Boards, H. U. 
Nelson, Executive Secretary of the National 
Association of Real Estate Boards and Secre- 
tary of the American Institute of Real Estate 
Appraisers, and Harry Grant Atkinson, Di- 
rector of Activities of the Institute were also 
present at the meeting. 

As the first order of business, Mr. Small 
moved that the minutes of the June meetings 
be approved as submitted. Mr. Taylor sec- 
onded the motion and it so carried. 

The following membership report was read: 
A. Number of Members, November 13, 

1933 
B. Number of Affiliates, 


The following financial report was read; 
and upon motion duly made and seconded, it 
was unanimously approved: 


Receipts to November 13, 1933 


. 1938 membership dues $3,021.29 

. Examination fees 

. Dues held on deposit on behalf of 
candidates 

. Revenue from sale of services and 
books 

. Revenue from 
forms 

. Revenue from sale of emblems.... 

. Pro-rata share of miscellaneous in- 
come—interest, sale of Annals, etc. 

- Revenue from subscriptions and 
sale of “Journals” 


1,474.58 


sale of standard 


1,642.50 


Total receipts to 11/13/3838... .$6,709.78 
Surplus as of 1/1/33 2,966.13 


$9,675.91 


Expenses to November 13, 1933 


. Refunds on dues 


. Examination fee a/c—certificates, 
emblems, postage on client letters 


. Dues on Deposit a/e—refunds and 
transfers to Dues and Journal 
a/es 

. Planographed services 

. Journal a/c—printing of Jour- 
nals, postage in mailing, wrap- 
pers, subscription forms, etc 


. Miscellaneous travel 

. General Postage 

. Miscellaneous printing—stationery, 
application forms, ete. ......... 


53.00 


3,794.21 


434.40 
443.63 
2,902.15 
110.43 


. Salaries 
. General administrative expense. . 


Total expenses to 11/13/33. ..$8,614.66 
Actual bank balance $1,061.25 
Trust funds on deposit 


Available cash 
November bills to be paid Dec. 10, 1933.$ 46.50 
Accounts receivable 
The following report was given by Mr. 
Mark Levy, Chairman of the Publications 
Committee; and upon motion duly made and 
seconded it was unanimously approved: 


A. Subscription Report: 


1. Number of Member subscribers 
2. Number of Affiliate subscribers 
38. Number of non-member subscribers... . 
524 
B. Financial Report: 


Receipts Expenses 
Subscriptions (including 
members and sale of single 
copies) 
Copyrighting 
Postage—mailing circulars 
and Journals 
Printing of Journals— 
January, 1933 ...$876.00 
April, 1933 
July, 1933 
October, 1933 .... 


$1,642.50 $ 
6.00 


344.21 


798.00 

3,189.00 
Wrappers 57.25 
Circulars and subscription 


blanks 126.25 
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Letterheads—letters selling 
October issue ......... 
Refunds and N.S.Fs....... 


46.50 
25.00 





ON 2 65 icioiaai sare 616 $1,642.50 $3,794.21 
Deficit 11/13/33 $2,151.71 


November bills to be paid Dec. 10, 


ME weg Pirie slaarcra a ctemule4 naan $ 21.00 
Aeeimits POCCIVONS ..<.....0cccccccecce $190.00 
C. Results of Promotion to Sell the October 

Issue: 
1. Number of single copies sold........ 286 


2. Number of annual subscriptions sold.. 30 


D. Comments: 


“It will be observed from the financial re- 
port that ‘The Journal’ is still being sub- 
sidized from membership fees as it does not 
have enough subscribers (including the Mem- 
ber and Affiliate subscribers) to cover pub- 
lication costs, even though these costs of 
production have been reduced to the minimum 
consistent with maintaining the dignity and 
quality of the publication. 


“The Publications Committee recommends 
that each Member of the Institute accept the 
personal responsibility of pushing the sale of 
subscriptions to ‘The Journal.’ 


“Several Members of the Institute have in- 
quired about the possibility of buying space 
in ‘The Journal’ for professional cards. The 
Committee will appreciate having the recom- 
mendations of the Governing Council as to 
whether or not such a policy should be adopted. 
If professional cards are accepted for pub- 
lication, the Committee recommends that the 
rate be $7.50 per insertion or $20.00 a year 
(four insertions) .” 


It was moved by Mr. Small, seconded by 
Mr. Newhall and unanimously carried that the 
Publications Committee make provision for 
the printing of professional cards in “The 
Journal of the American Institute of Real 
Estate Appraisers”—twenty cards on a page 
—at the rate of twenty ($20.00) dollars for 
four insertions. 


It was moved by Mr. Hall, seconded by 
Mr. Taylor, that the Director of Activities 
prepare a budget for the Institute and make 
it a part of all Orders of Business for sub- 
sequent meetings. The motion carried un- 
animously. 


Revision of By-Laws 

The By-Laws were amended by unanimous 
action of the Governing Council as follows: 
1. Article II, Section 2, was amended by 
adding a sub-section f. (See page 169 of 
this issue. This amendment was approved 

by the Board of Directors of the National 
Association of Real Estate Boards on 
November 22, 1933.—Ed.) 









The Council voted unanimously to amend 
the By-Laws by eliminating the following 
paragraph from Article II, Section 4: 
“No individual may be admitted to the 
grade of Member in the Institute unless 
his application be specifically approved by 
the Real Estate Board of which he is a 
member.” (This amendment was disap. 
proved by the Board of Directors of the 
National Association of Real Estate 
Boards at its meeting on November 22, 
1933, and was referred to the Executive 
Committee of the National Association 
for study and recommendation.—Ed.) 


3. The Council voted unanimously to add a 
new Article to the By-Laws between the 
original Articles V and VI and to renum- 
ber the original Article VI and the follow- 
ing Articles. (See page 171 of this issue, 
The Board of Directors of the National 
Association of Real Estate Boards ap- 
proved this Article at its meeting on No- 
vember 22, 1933.—Ed.) 


4. Article III was amended by adding a Sec- 
tion 3. (See page 171 of this issue. This 
amendment was approved by the Board 
of Directors of the National Association 
of Real Estate Boards at its meeting on 
November 22, 1933.—Ed.) 


5. Article IV was amended by substituting 
revised copy for the original. (See page 
171 of this issue. The Board of Directors 
of the National Association of Real Estate 
Boards approved this amendment on No- 
vember 21, 1933.—Ed.) 


Report of Admissions Committee 


Mr. Frank H. Taylor, Chairman of the Ad- 
missions Committee, submitted the names of 
certain candidates for admission to the Mem- 
ber grade and reported that the Admissions 
Committee unanimously recommended their 
election. 


Upon motion by Mr. Levy, seconded by Mr. 
Taylor, the individuals recommended by the 
Admissions Committee were unanimously 
elected to the Member grade. (See page 164 
of this issue.——Ed.) 


Sponsorship fer Candidates 


The Admissions Committee presented the 
following resolution: 


“RESOLVED that hereafter applicants for 
Membership in regular or specialized grades 
be required to be sponsored by a Member 
in good standing, and further to be endorsed 
by two additional Members in good stand- 
ing, provided that whenever there are not 
sufficient Members available in the locality 
of the applicant, and then only, the Ad- 
missions Committee may take such substitute 
action as it decides to be proper. The names 
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of sponsor and endorsers are to be included 
in the notice to the Members issued under 
Article II of the By-Laws. 


“Be It FURTHER RESOLVED that wherever 
a local Chapter exists with jurisdiction over 
the professional territory of the applicant, 
such applicant shall be endorsed by that 
local Chapter.” 


Mr. Kane moved that the Governing Council 
approve the resolution submitted by the Ad- 
missions Committee, Mr. Levy seconded the 
motion, and it was unanimously carried. 


Waiver of Examination 


Upon motion duly made and seconded, the 
Governing Council unanimously approved the 
following recommendation of the Admissions 
Committee: 


“The Admissions Committee may recom- 
mend, and the Governing Council may elect 
to Membership without written examination 
such candidates as they may deem to offer 
sufficient qualifications without such written 
examination provided (1) the candidate has 
had long experience and accepted appraisal 
standing; (2) the application is favorably 
endorsed including a recommendation to 
waive the examination by at least three 
Members in good standing; and (3) the local 
Chapter, if there be one having jurisdiction 
over the professional territory of the can- 
didate, endorses and recommends the waiv- 
ing of the written examination.” 


By-Laws of New York Chapter No. 4 


The By-Laws of New York Chapter No. 4 
were submitted for approval together with a 
written statement from J. Alvin Register, 
Chairman of the Committe on Local Chapters, 
testifying that the By-Laws as submitted 
were identical with the standard By-Laws for 
Local Chapters approved by the Institute. 
Upon motion by Mr. Taylor, seconded by Mr. 
Gilbert, the By-Laws of New York Chapter 
No. 4 were unanimously approved. 


Report of Committee on Consolidated 
Appraisals 


A report from A. C. Houghton, Chairman 
of the Institute’s special Committee on Con- 


solidated Appraisals, dated November 16, was 
read; but no action was taken. 


Mr. Herbert U. Nelson reported that he 
attended the meeting in Washington on Novem- 
ber 14th and supplemented Mr. Houghton’s 
written report with miscellaneous comments on 
the character of the meeting and the points 
of view of those who attended. 


Report of Membership Committee 


President Kniskern presented the report of 
Bracton Goldstone, Chairman of the Member- 
ship Committee. No action was taken. 


President Kniskern complimented both Mr. 
Houghton and Mr. Goldstone for the splendid 
work they are doing on behalf of the Institute. 


Program for the Mid-Winter Meeting 


It was announced that the Mid-Winter meet- 
ing of the National Association of Real Estate 
Boards would be held at the Miami Biltmore 
Hotel in Coral Gables, Florida, January 18th 
and 19th, 1934. On motion duly made and 
seconded, and unanimously carried, Mr. Atkin- 
son was instructed to invite the Florida Chap- 
ter to arrange a program of addresses and 
discussions for the Institute. 


Farm Land Appraising 


The meeting of the Joint Committee on Ru- 
ral Farm Credit which was held in St. Louis 
on November 5, 6, and 7 was brought to the 
attention of the Council by Joseph B. Hall who 
was present at that meeting on November 7. 
Mr. Hall introduced Mr. D. Howard Doane who 
spoke on the aims, purposes, and activities of 
the Joint Committee on Rural Farm Credit. 
Mr. Doane spoke at some length, pointing to 
the fact that an unprecedented amount of farm 
land appraising is now being done. He stressed 
the need for and the importance of research in 
the field of farm land appraising and the de- 
velopment of literature on farm land apprais- 
ing. He stated also that at the present time 
there is no professional body of farm land 
appraisers to whom the many thousands of 
men in ‘this specialized field may turn for 
membership. 


The meeting adjourned at 11:30 P. M. 
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T the Regular Quarterly Meeting 
of the Governing Council, held 
in Chicago, Illinois on Novem- 

ber 21, 1933, the following were elect- 

ed to the grade of Member in the 

American Institute of Real Estate Ap- 

praisers: 


JOHN D. CHICHESTER, BIRMINGHAM, ALA. 
Born in Birmingham, Ala.; Active Member and Past 
President, Birmingham Real Estate Board; President, 
Alabama Real Estate Association; Real Estate Com- 
missioner for the State of Alabama; Appraiser for Pru- 
dential Ins. Co.; Appraiser for Equitable Life Assur- 
ance Society; Appraiser for Reconstruction Finance 
Corp.; Member, Appraisal Committee, Birmingham 
Real Estate Board; Appraiser for the City of Birming- 
ham; Appraiser for the State Insurance Commissioner ; 
Appraiser for the Trust Dept. of the First National 
Bank of Birmingham; Appraiser for the Jackson Secu- 
rities & Investment Co.; Appraiser for the John Han- 
cock Life Insurance Co.; Appraiser for the Birmingham 
Bond Mortgage Co.; Special Appraiser for the Alabama 
Power Co.; professional territory covers the Birming- 
ham, Ala., district; appraisal experience includes occa- 
sional appraisals made during the period 1919 to 1925, 
and since 1925 has been engaged exclusively in real 
estate appraising; graduate of the Law School of the 
University of Ala.; in the general real estate business 
since 1916; during the period 1921 to 1925, built 86 
houses in Birmingham. 


FRANK B. CLARK, BIRMINGHAM, ALA. Born in 
Mobile, Ala.; Active Member, Birmingham Real Estate 
Board; Correspondent, the Mortgage-Bond Company 
of New York; professional territory covers Birmingham 
district; former Instructor on Appraisals in the Bir- 
mingham Real Estate Board; formerly connected with 
the actuarial department of the Southwestern Life 
Insurance Co. in Dallas, Texas; entered the mortgage 
loan, real estate and insurance business in-Alabama in 
1911; formerly the Appraiser for the Trust Dept. of 
the Birmingham Trust & Savings Co. and the Trust 
Dept. of the First National Bank of Birmingham, Ala.; 
formerly Appraiser for Jemison & Company, who were 
State Correspondents for the Metropolitan Life Insur- 
ance Co. of New York; formerly a member of the firm, 
Clark-Malone Real Estate Co.; formerly a member of 
the firm, Hazzard-Clark Mortgage Co.; now operating 
own firm under the name of Frank B. Clark and Co., 
servicing the U. S. Mortgage & Trust Co., a subsidiary 
of the Chemical Bank & Trust Co.; has made more 
than $4,000,000 worth of loans for the Mortgage Bond 
Co. of N. Y.; appraisal experience includes residential 
property, apartment property, business property, and 
industrial property; served on the Appraisal Commit- 
tee of the Birmingham Real Estate Board for a number 
of years; former Vice-President, Birmingham Real 
Estate Board. 


HILL FERGUSON, BIRMINGHAM, ALA. Born in 
Montgomery, Ala.; Vice-President, the Jemison Com- 
panies since 1913; Active Member, Birmingham Real 
Estate Board; Chairman, Appraisal Committee, Bir- 
mingham Real Estate Board for last four years; prin- 
cipal work as appraiser has been with the Jemison 
Companies, as Correspondents of the Metropolitan Life 
Insurance Company, with particular reference to busi- 
ness and semi-business districts; has recognized talent 
as an Analyst and Adviser on subdivision projects. 


HAROLD M. HENDERSON, BIRMINGHAM, ALA. 
Born in Murfreesboro, Tenn.; Active Member and 
Former President, Birmingham Real Estate Board; 
President, several small real estate companies; pro- 
fessional territory covers Jefferson County, Ala.; 
Appraiser for Birmingham Tax Adjusting Bureau; 
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Consultant for certain interests in Bankers Mortgage 
Bond Co. of Birmingham; Member, Board of Adjust- 
ment, City of Birmingham; in real estate business 
since 1905; for many years has been a member of the 
Arbitration Committee, Birmingham Real Estate Board, 


GEORGE H. COFFIN, JR., LOS ANGELES, CALIF. 
Born in Cambridge, Mass.; Active Member, Los Angeles 
Realty Board; professional territory covers Los Angeles 
County; Manager of real estate holding companies con- 
trolled by the applicant; 28 years experience in the 
real estate business; Former President, Los Angeles 
Realty Board; Former President, Hollywood Chamber 
of Commerce; Former Member, Staff, United States 
Food Administration; Former Member, Federal Income 
Tax Committee of the Los Angeles Realty Board; Mem- 
ber, Special Advisory Committee to Reconstruction 
Finance Corp.; in charge of all Appraisers under Emer- 
gency Relief and Construction Act; University of 
Southern California Graduate of Appraisal Economics; 
later completed two courses in Appraisal Procedure 
under Loring O. McCormick. 


JOHN W. SALMON, LOS ANGELES, CALIF. Born 
in LaSalle, Ill.; Appraiser Member, Los Angeles Realty 
Board (Southwest Branch); Appraiser for the Pacific 
States Savings & Loan Co.; authorized Appraiser under 
Commissioner of Corporations; authorized Appraiser 
under Commissioner of Insurance; professional terri- 
tory covers Southern Calif.; completed course in real 
estate appraising offered by the University of Southern 
California in 1928; completed real estate appraisal 
course of Los Angeles Realty Board in 1930; com- 
pleted course in “Economic Approach to Valuation 
Procedure” under McCormick and Schmutz, 19338; did 
appraising work for the Security Housing Corp., Los 
Angeles, from April, 1922, to September, 1928. 


FRED E. VINCENT, LOS ANGELES, CALIF. Born 
in Berne, N. Y.; Associate Member, Santa Monica Bay 
District Realty Board; Assistant-Chief Real Estate 
Appraiser, Los Angeles County Assessor’s Office; pro- 
fessional territory covers Los Angeles City and Los 
Angeles County; during the past five years all apprais- 
al work has been for Los Angeles County and has in- 
cluded single and multiple residence property, business 
property, industrial property, and vacant property. 


_ LOUIS H. ARDOUIN, SOUTH GATE, CALIF. Born 
in Duluth, Minn.; employed by the Department of 
Building & Loan Supervision, State of Calif.; profes- 
sional territory covers all Counties south of and 
including Santa Barbara, Los Angeles, San Bernardino; 
Appraiser for the Federal Home Loan Bank; Appraiser 
for the Reconstruction Finance Corp.; Assistant Chief, 
County Assessor’s Office, Los Angeles County. 


JOHN T. SLOAN, NEW HAVEN, CONN. Born in 
New Haven, Conn.; Active Member and President, New 
Haven Real Estate Board; President and Treasurer, 
the John T. Sloan Co.; Director, New Haven Building 
& Loan Assn.; Director, New Haven Chamber of 
Commerce; Director, New Haven ‘Taxpayers, Inc.; 
Member, Real Estate Board of New York; professional 
territory covers New Haven and adjoining towns; 25 
years experience in the appraising of real estate; 35 
years in general real estate business, being the third 
generation in this business in New Haven; Member of 
the Commission to revise the building code of New 
Haven; four years President, New Haven Real Estate 
Board; President, Connecticut Association of Real 
Estate Boards; Vice-President and Director, National 
Association of Real Estate Boards; President, Board of 
Fire Commissioners of New Haven for five years; in 
charge of warehouses for the New York Depot Quarter- 
master Corps, U. S. Army, in 1918. 


_ RICHARD W. FITCH, STAMFORD, CONN. Born 
in Yonkers, N.Y.; Active Member, Stamford Real Estate 
Board; in business under own name, doing general real 
estate and insurance work; professional territory covers 
Southern Fairfield County; Agent for Citizens Savings 
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Bank Real Estate Holdings; actively engaged in real 
estate and insurance business since 1907; appraisal 
experience includes the valuation of residences, apart- 
‘ments, office buildings, acreage, store property, indus- 
trial property, etc. 


R. MARBURY STAMP, WASHINGTON, D.C. Born 
in Washington, D. C.; Active Member, Washington Real 
Estate Board; President, R. Marbury Stamp & Co.; 
Real Estate Appraiser for National Savings & Trust 
Co.; Member, Appraisal Committee, Washington Real 
Estate Board for the past three years; professional 
territory covers the District of Columbia and nearby 
Maryland and Virginia; engaged in the general real 
estate business for the last 17 years, and has been in 
business on his own account for the past seven years; 
has represented more than 200 owners in the sale of 
properties to the U. S. Government, involving a total 
valuation of over $6,000,000; formed and developed 
Youngsborough, an industrial subdivision. 


RICHARD E. KNIGHT, JACKSONVILLE, FLA. 
Born in Plano, Texas; Active Member, Tampa Real 
Estate Board; Partner, C. J. Knight & Sons, Tampa; 
State Appraiser, Home Owners’ Loan Corp., with head- 
quarters in Jacksonville; professional territory covers 
the State of Florida; Member, Tampa Rental Assn.; 
Member, Tampa Insurance Exchange; 12 years expe- 
rience in the appraising of real estate; served as 
Assistant Instructor in the course in Real Estate 
Appraising of the Tampa Real Estate Board; served 
for five years on the Appraisal Committee, Tampa Real 
Estate Board. 


WALTER D. SHELLY, JACKSONVILLE, FLA. 
Born in Minneapolis, Minn.; Active Member, Jackson- 
ville Real Estate Board; Member, Appraisal Committee, 
Jacksonville Real Estate Board; graduated from the 
National Association of Real Estate Board’s Appraisal 
course in 1929; Former Vice-President, Telfair, Stock- 
ton & Co.; Former President, Better Homes Co., which 
built 168 homes, totaling $1,500,000 in value; profes- 
sional territory covers Northeast section of Fla.; Mem- 
ber, National Assn. of Building Owners & Managers; 
Graduate, University of Minnesota; Member, Bar in 
the State of Minnesota; formerly connected with Wells 
Dickey Bank & Trust Co., Minneapolis; Former Cap- 
tain, U. S. Marine Corps.; 12 years experience in 
appraising for City, County, Federal Governments, 
banks, insurance companies, and individuals. 


JOHN L. WRIGHT, LAKELAND, FLA. Born in 
Lakeland, Fla.; Active Member and Director, Lakeland 
Real Estate Board; Approved Appraiser for the Home 
Owners’ Loan Corp.; Treasurer, Abbott & Howard Co., 
Realtors; local Representative of New York Life Insur- 
ance Co., Real Estate Dept.; Representative, Telfair, 
Stockton & Co., Realtors; professional territory covers 
Lakeland and Polk Counties; Property Manager and 
Appraiser for the Continental Mtge. Co. of Baltimore, 
the Calvert Mortgage Co. of Baltimore, and the Somer- 
set Co. (a Holding Company of the Maryland Casualty 
Co.); wrote the appraisal that won the Charles P. 
Glover trophy in the appraisal contest conducted by 
the Florida Association of Real Estate Boards in 19381; 
five years active experience in the appraising of real 
estate; in the real estate business since 1924; Mem- 
ber, Appraisal Committee, Lakeland Real Estate 
Board; experience in engineering and construction. 


FRANK J. ANDERSON, WEST PALM BEACH, FLA. 
Born in Kirkland, IJ].; Member, Palm Beach County Real 
Estate Board; professional territory covers Palm Beach, 
West Palm Beach, and Palm Beach County, Fla.; con- 
nected with the building and selling of over 150 houses in 

maha, Nebr. in 1914 and 1915; active in real estate 
appraising in West Palm Beach for more than 12 years; 


Former Member, Appraisal Committee, Palm Beach 
County Real Estate Board; experience includes valuing 
and selling of ocean front property, farm lands, timbered 
lands, city lots, business lots, store bldgs., residences, etc. 


ROBERT R. OTIS, ATLANTA, GA. Born in Augusta, 
Ga.; Active Member and President of the Atlanta Real 
tate Board for 5 consecutive terms; Director, Atlanta 
eal Estate Board for 20 years; Exclusive Agent for the 
Piedmont Hotel properties; Agent and Appraiser of Cen- 
tral of Ga. Railroad including the Illinois Central Rail- 
road; professional territory covers the State of Ga.; 


President, Ga. Real Estate Assn.; Member, Atlanta Plan- 
ning Commission; entered the real estate business in 
1891; has been engaged in home building since 1903; 
active in real estate brokerage and management since 
1910; Promoter and Director of several million dollar 
developments during the period 1917 to 1930. 


KENNETH CALHOUN BROWN, CHICAGO, _ ILL. 
Born in Troy, N. Y.; Active Member, Chicago Real Estate 
Board; Associate of Ward T. Huston & Co., for the past 
12 years Agents for Commonwealth Edison Co., The Peo- 
ples Gas Light & Coke Co., Public Service Co. of North- 
ern Ill.; Valuators for The Northern Trust Co.; pro- 
fessional territory covers the City of Chicago; Appraisers 
for Chicago Utility Companies, Banks, Estates, and Rail- 
roads; Graduate, Detroit College of Law and of the 
Albany Business College; 2 year course in Real Estate 
practice, Central Y.M.C.A.; also completed the real estate 
courses of Northwestern University. 


WARD T. HUSTON, CHICAGO, ILL. Born in Monti- 
cello, Ill.; Active Member, Chicago Real Estate Board ; 
Head of Ward T. Huston & Co., for the past 12 years 
Agents for Commonwealth Edison Co., The Peoples Gas 
Light & Coke Co., Public Service Co. of Northern III; 
Valuators for The Northern Trust Co.; professional ter- 
ritory covers the City of Chicago; Appraisers for Chicago 
Utility Companies, Banks, Estates, and Railroads; 30 
years experience in the appraising of real estate. 


CHARLES D. DAVIDSON, GARY, IND. Born in Mon- 
ticello, Ia.; Active Member, Gary Real Estate Board; 
President, Davidson & Davidson, Inc.; professional terri- 
tory covers Gary and Lake County, Ind.; Member, Board 
of Park Commissioners ; Member, Gary Commercial Club; 
Member, Gary Chamber of Commerce; Receiver, Gary 
Labor Bank ; Receiver and Operator, Gary Railroad, 1916- 
1917; Chairman, Appraisal Committee, Gary Real Estate 
Board, 1920 to 1932. 


GEORGE N. BECKER, HAMMOND, IND. Born in 
Chicago, lll.; Active Member, Hammond Real Estate 
Board; professional territory covers Calumet District of 
lll. and Ind., Chicago (South of 63rd St.) to Chicago 
Heights, and from Harvey, Ill. to Michigan City, Ind. ; 
Member, Indiana Institute of Architects; Registered Ar- 
chitect for Ind. (certificate No. 210); aided in the de- 
velopment of appraisal methods of the Chicago Trust Co. 
(now a part of the City National Bank); 6% years ex- 
perience in the appraising of real estate; Graduate, 
Chicago Technical College in Architecture and Engineer- 
ing; completed the real estate course at the Y.M.C.A. 
School of Commerce in Chicago; served 3 years as Real 
Estate Salesman for J. F. Hecht, Chicago; 2 years with 
N. M. Ellis, Chicago, as Partner in the real estate busi- 
ness; 6 years with the Chicago Trust Co. in the real 
estate loan department as Appraiser and Title man; 
Former Member, Cook County Real Estate” Board, Chi- 
cago. 


T. S. NEAL, SHREVEPORT, LA. Born in Jena, La.; 
Member, Shreveport Real Estate Board; Director, State 
Assn. of Real Estate Boards; Director-elect, Natl. Assn. 
of Real Estate Boards; professional territory covers 
Shreveport, La., and vicinity; active in real estate busi- 
ness since 1916. 


JOHN C. PERCIVAL, LOWELL, MASS. Born in 
Lowell, Mass.; Member, Lowell Real Estate Exchange: 
Member, Board of Directors, Mass. Real Estate Exchange ; 
Lecturer on real estate subjects, Mass. Dept. of Educa- 
tion; Former Member, Board of Appraisers, Mass. Real 
Estate Exchange; professional territory covers Lowell, 
Mass. and surrounding towns; 13 years experience in the 
appraising of real estate, Appraiser and public sales 
liquidator for both the War and Navy Depts. 


J. G. LLOYD ALEXANDER, GRAND RAPIDS, MICH. 
Born in Grand Rapids, Mich.; Broker Member, Grand 
Rapids Real Estate Board; professional territory covers 
Grand Rapids and environs, Western Mich.; Past Presi- 
dent, Grand Rapids Real Estate Board; list Vice Presi- 
dent, Mich. State Real Estate Assn.; Right of Way Buyer, 
Mich. State Highway Dept.; Director, Grand Rapids Real 
Estate Board: Former Chairman, Appraisal Committee, 
Grand Rapids Real Estate Board; 7 years a Member of 
the Appraisal Committee, Grand Rapids Real Estate 
Board; Appraiser, National Credit Corp.; Appraiser, Re- 
construction Finance Corp., 25 years experience as a Real 
Estate Broker. 
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ISAAC R. BLANDFORD, GRAND RAPIDS, MICH. 
Born in Grand Rapids, Mich.; Broker Member, Grand 
Rapids Real Estate Board; Member, Appraisal Commit- 
tee, Grand Rapids Real Estate Board ; Member, Industrial 
Committee, Grand Rapids Real Estate Board; Agent, 
Dixie Fire Insurance Co.; Justice of the Peace, Grand 
Rapids Township, Kent County; professional territory 
covers Western Mich.; 10 years experience in the ap- 
praising of real estate. 


LEON T. CLOSTERHOUSE, GRAND RAPIDS, MICH. 
Born in Grand Rapids, Mich.; Broker Member, Grand 
Rapids Real Estate Board; Treasurer and Director, Grand 
Rapids Mutual Bldg. & Loan Assn. for 15 years; Director 
and Member, Executive Committee, Grand Rapids Trust 
Co.; President, American Home Security Bank; 20 years 
on the Appraisal Committee, Grand Rapids Mutual Bldg. 
& Loan Assn.; Member, Board of Appeals, Member, Board 
of Control, Grand Rapids Civic Auditorium; professional 
territory covers Grand Rapids and environs; 20 years 
experience in the appraising of real estate; completed 3 
years in the Engineering Course, Purdue University; real 
estate experience includes brokerage, subdivision, building, 
property managing, and appraising; 5: years as Head of 
Real Estate Dept., Grand Rapids Trust Co. 


HARRY J. FULLER, GRAND RAPIDS, MICH. Born 
in Grand Rapids, Mich.; affiliated with the Grand Rapids 
Real Estate Board through The Michigan Trust Co.; em- 
ployed full time by The Michigan Trust Co. in real estate 
valuation work; in general real estate business in Grand 
Rapids from 1926 to 1928; in present capacity since that 
date; employed in City Engineers’ Office in Seattle, Wash. 
1906-1907 ; County Assessors’ Engineer, Snohomish County, 
Wash. 1907-1910; City Engineers’ Office, Everett, Wash. 
1910-1916; Engineer with Pennsylvania Railroad, 1916- 
1926, nine years of which time he worked on Federal Val- 
uation of the Railroad. 


ARENT VAN STENSEL, GRAND RAPIDS, MICH. 
Born in Grand Rapids, Mich.; Active Member, Grand 
Rapids Real Estate Board; Member of the Grand Rapids 
Real Estate Board’s Appraisal Committee since 1924; 4 
years, Chairman, Appraisal Committee, Grand Rapids 
Real Estate Board; Director and Treasurer, Grand Rapids 
Real Estate Board; 15 years experience in the appraising 
of real estate ; professional territory covers Michigan ; con- 
ducted a class in appraising during the Winter months of 
1929 and 1930. 


CHARLES H. WARDEN, GRAND RAPIDS, MICH. 
Born in Oakland, Ill.; Active Member and President, 
Grand Rapids Real Estate Board; Director and Member, 
Legislative Committee, Michigan Real Estate Assn.; Ad- 
ministrator, Provin Estate; Treasurer, Philbrick Hard- 
ware Co.; Member, Round Table Committee, Grand Rapids 
Assn. of Commerce; professional territory covers Grand 
Rapids and Western Mich.; 3 years experience as Branch 
Manager, Grand Rapids Savings Bank and Member of 
Appraisal Committee, passing on mortgages during that 
= i 20 years experience as Real Estate Broker and 

uilder. 


OTTO J. DICKMANN, ST. LOUIS, MO. Born in St. 
Louis, Mo.; Active Member, St. Louis Real Estate Ex- 
change; Member firm, Jos. F. Dickmann Real Estate Co. ; 
professional territory covers St. Louis and St. Louis 
County; Director, Jefferson Mutual Fire Ins. Co.; 25 
years experience in the real estate business ; appraisals in- 
clude valuations on acreage, apartment buildings, stores 
and garages. 


CHESTER A. DOUGHERTY, ST. LOUIS, MO. Born in 
St. Louis, Mo.; Active Member and President, St. Louis 
Real Estate Exchange; President, Dougherty Real Estate 
Co.; professional territory covers St. Louis and St. Louis 
County ; taught classes in real estate at the Y.M.C.A. for 2 
years ; 20 years experience in the appraising of real estate. 


MONROE H. RODEMYER, ST. LOUIS, MO. Born in 
Waterloo, Ill.; Active Member, St. Louis Real Estate Ex- 
change; President, M. H. Rodemyer & Co. ; Vice-President, 
Randolph Apartments, Inc.; Vice-President, Landreth 
Building Co.; President, Chancellor R. E. Co.; President, 
Marmon Real Estate Co.; Former Director, St. Louis Real 
Estate Exchange; professional territory covers Metropol- 
itan St. Louis. 





ABRAHAM J. ROSENFELD, CAMDEN, N. J. Born in 
Philadelphia, Pa.; Vice-President and Treasurer, Lit Com. 
pany, Camden; professional territory covers Camden, 
Gloucester, and Burlington Counties, N. J.; Active Mem. 
ber, Camden County Real Estate Board; Graduate, Cam. 
den High School; Graduate, Wharton School of Business 
Administration, University of Penn.; completed Real 
Estate Appraising course, Rutgers University, (Extension 
Dept.) ; experience includes appraisals of stores, dwellings, 
churches, hotels, vacant land, gasoline stations, apartment 
houses, manufacturing plants, business blocks, etc. 


GEORGE E. DUGAN, JERSEY CITY, N. J. Born in 
Jersey City, N. J.; Broker Member, Real Estate Board of 
Jersey City; official Appraiser, State Highway Commis. 
sion of New Jersey; Assistant State Appraiser, The Home 
Owners’ Loan Corporation; Manager, G.E. Dugan, Inc.; 
Manager, Glenmont Homes, Inc.; Manager, Lecd. Land & 
Impr. Co.; Member, Regional Plan Assn. of N. Y.; Mem. 
ber, New Jersey Taxpayers Assn.; professional territory 
covers New Jersey State; appraisal experience covers a 
period of more than 6 years. 


ROBERT A. ANDERSON, MOUNT VERNON, N. Y, 
Born in New York City; class A Member, Westchester 
County Realty Board; Vice-President and Treasurer, 
Anderson Realty Co. ; Member, Real Estate Advisory Board 
of New York Title Co.; Former President, Westchester 
County Realty Board; Chairman, City Planning Com- 
mission 1919-1922; Graduate, Wesleyan University, Mid- 
dletown, Conn. ; in the real estate brokerage business sinee 
1904 ; 20 years experience in the appraising of real estate; 
professional territory covers Lower Westchester County. 


EDWARD H. HUFNAGEL, MOUNT VERNON, N. Y. 
Born in Mount Vernon, N. Y.; Active Member, Mount 
Vernon Chapter, Westchester County Realty Board; pro- 
fessional territory covers Westchester County and Bronx 
County, N. Y.; President, Westchester Bond & Mtge. 
Corp.; President, Corporate Estates, Inc.; President, 
Mount Vernon Homes, Inc.; Treasurer, Mount Vernon 
Housing Co., Inc.; Treasurer and General Manager, Belle- 
fontaine Holding Co., Inc.; President and General Man- 
ager, Belvedere Holding Co., Inc.; Director, The Mount 
Vernon Trust Co. ; 9 years experience in the appraising of 
real estate; 25 years experience in the general real estate 
business including the management of properties. 


ROBERT HUNTLEY, NEW YORK CITY, N. Y. Born 
in Newark, N. J.; in charge of the Appraisal Dept. of 
Joseph P. Day, Inc. ; Associate Member, Real Estate Board 
of New York, Inc.; professional territory covers New 
York, New Jersey, and Connecticut ; 35 years experience in 
the appraising of real property. 


ABRAHAM BERGHASH, ROCHESTER, N. Y. Born in 
Russia; Active Member, Real Estate Board of Rochester; 
professional territory covers Western New York State; 
7 years experience in the appraising of real estate. 


EDWARD C. HEALD, YONKERS, N. Y. Born in Wash- 
ington, D. C.; Member, Westchester County Realty Board; 
professional territory covers the City of Yonkers, N. Y. 
and southern Westchester County; served as President of 
the Yonkers Real Estate Board Chapter and County Realty 
Board for 3 years; Ex-officio Director, Westchester County 
Realty Board; Former Member, Westchester County Ad- 
visory Board of New York Title & Mortgage Co. ; Appraiser 
for the Prudential Life Insurance Co. ; qualified as Expert 
for City of Yonkers for condemnation proceedings; 13 
years experience in real estate appraising; Graduate of 
Princeton University in 1898 with Degree of C. E.; prac- 
ticed structural engineering with Phoenix Bridge Co. and 
Pennsylvania Steel Co.; for 6 years was Chief Structural 
Engineer for the Architectural Office of the Treasury of 
Washington, D. C., having charge of the foundations and 
structural features of several hundred government build- 
ings all over the United States, including several costing 
more than $1,000,000. 


ALBERT J. MAYER, CINCINNATI, OHIO. Born in 
Cincinnati, Ohio; member of firm of Theodore Mayer & 
Bro. ; professional territory covers Hamilton County, Ohio, 
Butler County, Ohio, Covington, Ky., and Newport, Ky.; 
class ‘‘B’’ member, Cincinnati Real Estate Board ; member, 
Valuation Committee, Cincinnati Real Estate Board; for- 
mer President, Cincinnati Real Estate Board; has ap- 
praised between 400 and 500 residences during the past 
year upon which banks have made loans; appraisal ex- 
perience covers residential property, industrial property, 
garages, apartment buildings, office buildings, store prop- 
erties, and special purpose properties. 
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WARREN L. MORRIS, CLEVELAND, OHIO. Born in 
Cleveland, Ohio; Active Member, Cleveland Real Estate 
Board; Vice-President and Treasurer, Cragin, Morris & 
Wolf, Inc.; President, The Van De e Hager Co.; pro- 
fessional territory covers Cleveland and the Counties of 
Cuyahoga, Lorain, Summit, Geauga, Portage, and Lake; 
20 years real estate experience including sales, subdivision 
development, brokerage, appraisals, etc.; Member, Board 
of Trustees, Cleveland Real Estate Board from 1927 to 
1931 inclusive; President, Cleveland Real Estate Board in 
1928; Member, Valuation Committee of the Cleveland 
Real Estate Board, 1933. 


TALMAGE D. AUBLE, LAKEWOOD, OHIO. Born in 
Lodi, Ohio; Secretary and Manager, The Maerkle-White- 
Huxtable-Auble Co.; professional territory covers Greater 
Cleveland—Cuyahoga County, especially that territory 
west of Cuyahoga River known as West Cleveland, Lake- 
wood, Rocky River, Fairview, and the Village of Bay; 
class A Member, Cleveland Real Estate Board; Member, 
Valuation Committee, Cleveland Real Estate Board, 1932- 
1933; Registered Inspector, American Appraisal Co. of 
Milwaukee, Wis.; 10 years experience in the appraising of 
real property; has conducted classes in real estate for 
members and salesmen, Cleveland Real Estate Board; 
L.L.B. degree from the Baldwin Wallace College; took the 
Business Administration course at Oberlin. 


CLAUDE ALLEN CAMPBELL TOLEDO, OHIO. 
Born, Gibsonburg, Ohio; Vice-President and General 
Manager, The Midland Mortgage Co.; Mortgage Loan 
Correspondent, Metropolitan Life Insurance Co.; pro- 
fessional territory covers Northwestern Ohio; Director, 
Mortgage Bankers Assn. of America; Former President, 
Ohio Assn. of Bldg. Owners & Mgrs.; Chairman, Mort- 
gage & Finance Division, Ohio Assn. of R. E. Bds.; 
Former Member, Executive Committee, Mortgage & 
Finance Division, Natl. Assn. of R. E. Bds.; Director, 
Natl. Assn. of Bldg. Owners & Megrs.; Regular Member, 
Toledo Real Estate Board; 15 years with Toledo Bank, 
during which time following positions were held: Building 
Manager, Manager Real Estate Dept., Manager, Mortgage 
Loan Dept., Superintendent of Branch Offices, Assistant 
Treasurer, Assistant Secretary, Secretary, Vice-President, 
Member, Executive Committee; with Midland Mortgage 
Co. during the last two years. 


GEORGE P. CROSBY, TOLEDO, OHIO. Born in Grand 
Rapids, Ohio; Active Member, Toledo Real Estate Board ; 
Owner, The Geo. P. Crosby Co.; Vice-President, The 
Crosby Mortgage Co.; Vice-President, The Colonade Build- 
ing Co.; Vice-President, The Homeland Co.; professional 
territory covers Toledo and vicinity; 15 years experience 
in the appraising of real estate; 13 years with The E. H. 
Close Realty Co.; during the past 6 years has served as 
Vice-President of The E. H. Close Realty Co., 3 years 
of these, as Manager of the Co. 


BOYD T. BARNARD, PHILADELPHIA, PA. Born in 
Middletown, Ind.; Active Member and Director, Phila- 
delphia Real Estate Board; Partner in firm of Edgar G. 
Cross since 1920; Director, Real Estate Mortgage Guar- 
antee Co.; Director, Construction Bldg. & Loan Assn. ; 
Director, Parkside Bldg. & Loan Assn.; Director, Em- 
ployees Bldg. Loan Assn.; Member, Appraisal Com- 
mittee, Philadelphia Real Estate Board; handles the real 
estate of John Wanamaker, Philadelphia, which includes 
a $10,000,000 office building; handles real estate for prac- 
tically all of the leading banks, trust companies, and 
legal firms of the city ; professional territory covers Phila- 
delphia County and Suburbs. 


SAMUEL T. HALL, PHILADELPHIA, PA. Born in 
Philadelphia, Pa.; Active Member, Past President, and 
Member of the Advisory Board, Philadelphia Real Estate 
Board; President, Samuel T. Hall, Inc.; Conveyancer, 
Forum Bldg. & Loan Assn., Upright Building & Loan 
Assn., and Stockholders’ Building & Loan Assn. ; Director, 
Greater-Conservative Bldg. & Loan Assn., and Girard Fire 
& Marine Ins. Co.; professional territory covers Phila- 
delphia and surrounding counties; over 20 years exper- 
ience in the appraising of real estate. 


C. HARRY JOHNSON, PHILADELPHIA PA. Born in 
Philadelphia, Pa.; Active Member, Philadelphia Real 
Estate Board; professional territory covers Philadelphia 
and adjoining Counties; 21 years experience in the ap- 
praising of real estate; Former Chairman, Appraisal Com- 
mittee, Philadelphia Real Estate Board; has appraised 
Droperties for the R. F. C. 


S. CRAIG KANE, JR., PHILADELPHIA, PA. Born in 
Philadelphia, Pa.; Active Member, Philadelphia Real 
Estate Board; Secretary-Treasurer Samuel C. Kane, Inc. ; 
professional territory covers Philadelphia and surrounding 
Counties; over 10 years experience in the appraising of 
real estate. 


WILLIAM I. MIRKIL, PHILADELPHIA, PA. Born in 
Chester, Pa.; “Active Member Philadelphia Real Estate 
Board; President, Mirkil, Valdes & Co.; Director, Phila- 
delphia Real Estate Board; Director, Guardian Bank & 
Trust Co.; Director, Philadelphia Better Business Bureau ; 
professional territory covers the Metropolitan area of 
Philadelphia; 14 years experience in real estate apprais- 
ing; appraisal experience includes the valuation of hotels, 
warehouses, and office buildings; appointed by 
District Court as one of the three Appraisers for the 
Fastern District of Pa. to appraise the property of the 
Philadelphia Co. for Guaranteeing Mortgages, in Equity; 
this included the appraising of over 3,000 parcels of real 
estate involving a value of over one hundred million 
dollars. 


ROBERT J. NASH, PHILADELPHIA, PA. Born in 
Philadelphia, Pa.; Secretary, Vice-President, and Director 
in several Building Associations; Active Member and 
Former President, Philadelphia Real Estate Board ; served 
continuously for many years on the Appraisal Committee 
(1 year as Chairman), Philadelphia Real Estate Board; 
Former President, Pennsylvania Real Estate Assn.; pro- 
fessional territory covers Pennsylvania and New Jersey. 


RICHARD J. SELTZER, PHILADELPHIA, PA. Born 
in Philadelphia Pa.; Active Member, Philadelphia Real 
Estate Board; professional territory covers Philadelphia 
and vicinity; in the general real estate business for 27 
years; built the Lewis Tower, a 33 story office building, 
Chancellor Hall, a 24 story apartment house, Aldine 
Professional Bldg., a 21 story professional building, The 
Bellerich, a 15 story apartment house, as well as many 
other projects in Philadelphia; clients include the U. S. 
Government, Penn. State Banking Dept., various Phila- 
delphia financial institutions, as well as Members of the 
Bar and private individuals. 


J. WILLISON SMITH, PHILADELPHIA, PA. Born in 
Philadelphia, Pa.; Active Member, Philadelphia Real 
Estate Board; professional territory covers Philadelphia 
and vicinity; 35 years experience in the appraising of 
real estate; Former Vice-President, Land Title & Trust 
Co., Philadelphia; Former President West End Trust 
Co.; President The Real Estate Land Title & Trust Co. 
since 1927; Appraiser for the City of Philadelphia and 
Commonwealth of Pennsylvania; Appraiser for the 
Emergency Fleet Corporation; Chairman Commissioners 
of View for condemnation of Customs House Site, 
Philadelphia in 1932; Appraiser of office buildings, 
apartment houses, hotels, business buildings, and dwell- 
ings, values of which run into hundreds of millions of 
dollars ; Director, Corn Exchange National Bank & Trust 
Co.; Member, Philadelphia Clearing House Committee; 
Chairman, Real Estate Committee. First District Realiza- 
tion Corp.; Director, Pennsylvania Company for Insur- 
ance on Lives and Granting Annuities; Director, Board 
of City Trusts; Director, Giant Portland Cement Co.; 
Director, Philadelphia & Reading Coal & Iron Co.; 
Director, West Philadelphia Passenger Railway Co.; 
Director, Continental Passenger Railway Co.; Director, 
Philadelphia Traction Co.; Director, Franklin Fire In- 
surance Co.; Director, County Fire Insurance Co.; 
Director, The Fidelity Mutual Life Insurance Co.; Di- 
rector, American Surety Company of N. Y.; Commis- 
sioner, Delaware River Joint Commission; .Trustee, 
Estate of Rodman Wanamaker; Trustee, The William- 
son Free School of Mechanical Trades; Trustee, Prince- 
ton Theological Seminary, Princeton, N. J.; Trustee, 
Maryville College, Maryville, Tenn.; Director, Union 
League Club. 


AMBROSE J. WINDER, PHILADELPHIA, PA. 
Born in Philadelphia, Pa.; assistant real estate officer, 
Tradesmens National Bank & Trust Co.; assistant real 
estate officer, Chelten Title Co.; professional territory 
covers Philadelphia County, Montgomery County, Dela- 
ware County; licensed real estate broker; active mem- 
ber, Philadelphia Rea] Estate Board, West Philadelphia 
Realty Board, North Philadelphia Realty Board, (rep- 
resenting Tradesmens National Bank & Trust Co.) ; 
in charge of real estate for the Chelten Trust Com- 
pany, 1919-1921: in general real estate business. 1921- 
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1928; assistant real estate officer and appraiser, Trades- 
mens National Bank & Trust Company and Chelten 
Title Company, 1928 to present time; fourteen years 
experience in the appraising of real estate; Trades- 
mens National Bank & Trust Company has about 
$15,000,000 invested in mortgages covering all types 
of buildings, these mortgages being under direct su- 
pervision, reviewed, and appraised by Mr. Winder. 


EDWARD L. LEWITH, WILKES BARRE, PA. 
Born in Wilkes Barre, Pa.; Active Member and Past 
President, Wilkes Barre Real Estate Exchange; Chair- 
man, Planning Commission; Director, Miners Bank; 
Secretary, Guarantee Title & Mortgage Co.; Vice- 
President, Wyoming Building Loan Assn.; Vice-Presi- 
dent, Property Tax Assn.; professional territory covers 
Luzerne and Lackawanna Counties; has made more 
than 3,000 appraisals for the Miners Bank, Wyoming 
National Bank, Metropolitan Life Insurance Co., Read- 
ing Trust Co., and other financial institutions; in ac- 
tive mercantile business for 25 years; active in real 
estate business since 1919. 


JOHN W. BATES, RICHMOND, VA. Born in Rich- 
mond, Va.; Broker Member, Richmond Real Estate 
Exchange; sole owner of the real estate business of 
Harrison & Bates; joint owner, The Real Estate Ap- 
praisal Co. (the other owner is Mr. John Sloan) ; 
Member, Board of Directors, Monroe Terrace Corp.; 
Agent, American Bank Building and Grace-American 
Bldg.; professional territory covers Richmond and the 
State of Virginia; 25 years experience in the apprais- 
ing of real estate. 


HENRY S. RAAB RICHMOND, VA. Born in Rich- 
mond, Va.; Secretary and Treasurer, Raab & Co., Inc.; 
President, Richmond First Club; President, Adventure 
Days in Va., Inc.; President, Council of Social Agencies ; 
Director, Richmond Chamber of Commerce; Member, 
Inter-Club Council; Director, Richmond Community 
Fund; President, Richmond Recreation Assn.; Chair- 
man, Richmond Real Estate Exchange Committee; 
Member, Richmond Real Estate Board; completed Na- 
tional Association of Real Estate Board’s Course in 
Real Estate Appraising; appraisal experience includes 
the valuation of retail properties, apartment properties, 
and estates. 


JOHN SLOAN, RICHMOND, VA. Born in Rich- 
mond, Va.; Broker Member, Richmond Real Estate 


Exchange; Member firm, Ruffin & Sloan; Member firm, 
Lansdale Investment Corp.; Member firm, Real Estate 
Appraisal Co.; Member firm, Realty Investment Corp,; 
professional territory covers Virginia and North Car. 
olina; 20 years experience in real estate appraising, 
including office buildings, hotels, apartment houses, 
business houses, city and suburban residences, vacant 
lands in the city, and farm lands; Appraiser for the 
Home Owners’ Loan Corporation. 


MORTON G. THALHIMER, RICHMOND, VA. Born 
in Richmond, Va.; Active Member and President, 
Richmond Real Estate Exchange; professional territory 
covers the State of Virginia; President, Broad-Grace 
Arcade Corp.; President, Neighborhood Theatres, Inc.: 
Director, Atlantic Life Insurance Co.; Director, Law- 
yers Title Insurance Corp.; Director, National Assn. 
of Real Estate Boards; 18 years experience in the ap- 
praising of real estate. 


Cc. C. CONNER, WALLA WALLA, WASHINGTON. 
Born in Albia, Ia.; member, Conner & Sherwood, a 
co-partnership doing an insurance and loan business; 
professional territory covers Columbia and Walla Walla 
Counties, Washington and Umatilla County, Oregon; 
Loan correspondents for Murphey, Favre & Nevers of 
Spokane, Washington; member and former president, 
Walla Walla Realty Board; twelve years experience in 
farming in the wheat section; engaged in the real 
estate business since 1916; handled more than a half 
million dollars in loans; real estate sales have ranged 
from $50,000 to $169,000 annually; chairman, Walla 
Walla Real Estate Board Appraisal Committee for the 
last five years. 


S. W. FLORENCE, BLUEFIELD, WEST VIRGINIA. 
Born in Atlanta, Ga.; local manager, Greyling Realty 
Corp.; professional territory covers Bluefield, Va., W. 
Va., Princeton, W. Va., and Beckley, W. Va.; experi- 
ence in appraising real estate covers 12 years; types 
of properties appraised include homes worth from 
$1,000 to $50,000, store buildings worth from $2,000 
lo elvv,vuy anu apartment houses worth from $6,UUU 
to $400,000; estimates he has appraised 20,000 separate 
units totaling in value $100,000,000; formerly Escrow 
Attorney, Atlanta Title & Trust Co.; formerly assistant 
secretary, Mortgage Bond & Trust Co.; formerly as- 
sistant secretary to vice-president, Mortgage Guarantee 
Co. of America; formerly vice-president-secretary, Union 
Mortgage Investment Co. 





By-Laws of the American Institute of Real Estate 
Appraisers of the National Association 
of Real Estate Boards 


(As Amended November 21, 1933) 


ARTICLE I 
Objects 


SEcTION 1. The objects of the Institute 
shall be: 

a. The advancement of the science of 
appraising and evaluating interests in 
real property; 

. The fostering of knowledge, of integ- 
rity, and the fair and accurate judg- 
ment of value of real property; 

. The professional advancement of its 
members; 

. The promotion of technical and scien- 
tific discussion among its members; 

. The promotion and propagation of 
sound, proper, and ethical practices; 

. The promotion of adherence to the 
Standards of Practice and Code of 
Ethics of the American Institute of 
Real Estate Appraisers; 

. The certification and identification of 
experienced and competent appraisers. 


ARTICLE II 
Membership 
SEcTION 1. Membership in the Institute 


shall be divided into two grades — Members 
and Affiliates. 


SECTION 2. The grade of Member is open 
to any individual who holds, and remains in 
good standing in, any form of membership in 
a Member Board of the National Association 
of Real Estate Boards and who: 


a. Is not less than 25 years of age; 


b. Is actively engaged in a responsible 
capacity and in such manner that his 
regular duties involve the appraisal of 
real property. He shall have been. ac- 
tively so engaged with a good record 
for at least five years, of which not 
more than two years may have been 
in allied work, or be represented by 
university or college work agreeable 
to the Institute; 


. Satisfactorily establishes his knowl- 
edge of and his ability to appraise the 
mass of individual residential proper- 
ties, multi-family dwellings up to 
twenty-five family apartments, and the 
smaller retail and income properties; 


d. Demonstrates his ability to appraise 
all properties which are standard to 
and ordinarily encountered in a city 
or town of fifty thousand in popula- 
tion; 


. Satisfactorily passes a written or oral 
examination (either or both) given by 
the Institute. 


. The Governing Council may from time 
to time establish and proclaim specifi- 
cations, methods of investigation, and 
rules for the classification of Members 
such as: Urban appraiser, Farm ap- 
praiser, Industrial Property apprais- 
er, or such other classifications 
as it may determine, provided that 
such specifications and rules for in- 
vestigations shall assure equivalent 
standing and ability in the specialized 
field as is set out for the grade of 
Member elsewhere in these by-laws, 
and provided further that any cer- 
tificate or other evidence of Member- 
ship shall bear appropriate words to 
indicate the variance from the stand- 
ard specifications as outlined in Sec- 
tion 2, paragraphs a to e inclusive. 


SECTION 3. The grade of Affiliate is open 
to any individual who holds, and remains in 
good standing in, any form of. membership in 
a Member Board of the National Association 
of Real Estate Boards and who, having a clear 
record, complies with the membership require- 
ments to the satisfaction of the Governing 
Council. 


SECTION 4. No individual may be admitted 
to the grade of Member in the Institute un- 
less his application be specifically approved 
by the Real Estate Board of which he is a 
member. 


In the case of applicants for admission 
either to the grade of Member or to Affiliate 
membership, who are prominent professional- 
ly and whose principal place of business and 
principal appraisal activities are in a territory 
not included in the jurisdiction of any mem- 
ber board of the National Association of Real 
Estate Boards or where a member board of 
the National Association of Real Estate 
Boards does not exist, the Governing Coun- 
cil may waive the requirement of membership 
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in a member board of the National Associa- 
tion of Real Estate Boards as set forth in 
Sections 2, 3, and 4 of this Article, and, if 
otherwise qualified, admit such applicants to 
the grade of membership to which they are 
qualified in the Institute, provided, however, 
that if such applicants become affiliated with 
the Institute and at any time thereafter re- 
move to a community or locality where a 
member board of the National Association of 
Real Estate Boards exists or has jurisdiction, 
they must at once become members of that 
board in order to retain their affiliation with 
the Institute; and provided, further, in any 
event, that if membership in the National As- 
sociation of Real Estate Boards becomes avail- 
able to individuals who are not members of 
member boards, then all applicants and/or 
Members or Affiliates not belonging to the 
National Association of Real Estate Boards 
must become members therein in order to re- 
tain their affiliation with the Institute. 


Section 5. Affiliate members may attend 
the annual meetings of the Institute and have 
the privileges of the floor but they may not 
vote or hold office. They shall receive without 
extra cost a copy of each of the publications 
of the Institute. 


SecTION 6. All individuals, when making 
application for membership, shall agree to up- 
hold the constitution, by-laws, principles and 
ideals of the Institute, and shall further sign 
an irrevocable waiver of claim against the In- 
stitute, or any of its governors, officers, com- 
mittee members, or other officials as individ- 
uals or as a group for any official act in con- 
nection with the business of the Institute, and 
particularly as to its or their acts in electing 
or failing to elect, advancing or disciplining 
him as a member. 


SECTION 7. The examination as to qualifi- 
cation for membership will be prepared by 
the Governing Council of the Institute, or 
such committees as it may appoint. The exam- 
ination of candidates may be delegated to the 
officers of the local Appraisal Chapter of the 
Institute, where such exists, or to the Apprais- 
al or such other committee as the Board of 
Directors of the local real estate board may 
designate, where no local chapter of the In- 
stitute exists. The papers and records cover- 
ing this examination will be forwarded to the 
Governing Council of the Institute for grad- 
ing, final judgment, action on admission, and 
the decision of the Governing Council. 


SEcTION 8. All members shall be admitted 
to the Institute only by a vote of not less than 
80 per cent of the entire Governing Council 
and three negative ballots shall exclude. Can- 
didates for membership shall be examined 





under such rules of procedure as the Govern, 
ing Council may determine. 


SECTION 9. Whenever a candidate seeks 
admission to the grade of Member in the In- 
stitute, the Secretary shall send a written no- 
tice of such application to all Members, in- 
cluding therein a digest of the candidate’s 
qualifications and stating a time limit for re- 
ply which in no case shall be more than three 
weeks from date of mailing. It shall be the 
duty and obligation of each Member to reply 
to such notices and to give the committee 
notice thereby of any favorable or unfavor- 
able facts known to the Member regarding the 
candidate. All replies from Members shall be 
referred to the proper examining committee 
and considered by them, but kept in strict 
confidence by the members of such commit- 
tee. A negative request of twenty Members in 
good standing, when such requests are made 
for cause, shall exclude a candidate. 


SECTION 10. The Institute shall exercise 
effective disciplinary power over its entire 
membership, including expulsion for cause. 
Such disciplinary power will be sufficiently 
self-restrained so that there will be no curb- 
ing of the individuality of the member, but 
will provide control so that the member who 
fails to conform to the decisions and prin- 
ciples of the majority, may not continue to 
benefit from a professional status granted 
him by the organization. 


Disciplinary powers will be designed not to 
curtail ability and freedom of action, but to 
eliminate incompetency or lack of character 
or integrity. These powers shall be such that 
the Institute may effectively force a member 
to maintain himself to the standards which 
he has reached and proven to others at the 
time of his admission to membership. 


SECTION 11. Theaffirmative votes of at 
least 80 per cent of the membership of the 
Governing Council present at the time of bal- 
loting shall be required to discipline a mem- 
ber and a minimum vote of two-thirds of the 
entire Council shall be necessary for expul- 
sion. 


ARTICLE III 


Certificates 
SECTION 1. Each member shall receive a 
certificate issued by the Governing Council of 
the Institute as evidence of the fact that he 
has satisfactorily met the admission require- 
ments, including examination. 


SECTION 2. The Certificate of Membership 
as well as any: badge or other evidence of 
membership issued at any time to a Member 
shall be the permanent property of the In- 
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stitute and shall be returned promptly to the 
Secretary of the Institute when the member- 
ship of the individual to whom it is issued is 
for any reason terminated. 

SecTION 8. The Membership Certificate of 
the individual whose ability, as recognized 
by the Institute, is limited to the appraisal of 
one special type of property, such as farms, 
ranches, or industrial property, etc., shall 
designate the particular specialization prom- 
jnently and clearly following the name of the 
Member, thus: JOHN DOE of CHICAGO, 
ILLINOIS, APPRAISER OF FARM LANDS, 
or RICHARD ROE of CHICAGO, ILLINOIS, 
APPRAISER OF INDUSTRIAL PROPERTY. 


ARTICLE IV 
Nomenclature 


SecTION 1. All Members of the Institute 
may identify themselves by the initials “M. 
A. I”, which shall be the abbreviation for 
the words “Member Appraisal Institute.” 
Members may use these initials immediately 
following their signatures (as for example, 
John Doe, M. A. I.), in signing letters, ap- 
praisal reports, or in articles and books for 
publication. 

SEcTION 2. The initials ‘““M.A.I.”’, shall not 
be used in any case following or immediately 
in connection with the name or signature of 
a firm or partnership. 

SECTION 3. Members may use the expres- 
sion “Member American Institute of Real 
Estate Appraisers of the National Association 
of Real Estate Boards” on individual letter- 
heads, business cards, appraisal reports, and 
in professional forms. In no case shall this 
expression be used in connection with a firm 
or partnership or in such manner that might 
be interpreted as referring to a partnership, 
& group, or to anyone other than the individ- 
ual Member rightly entitled to use the desig- 
nation. Such use shall always be dignified and 
in a manner satisfactory to the Governing 
Council and in accordance with such rules as 
the Council may issue from time to time. 

SECTION 4. The seal or emblem of the In- 
stitute shall be used only by the Institute it- 
self or by an officially constituted Chapter, 
and not upon stationery, business cards, or 
otherwise by individual Members. 

SEcTION 5. Affiliates shall not be permit- 
oo professional identification with the Insti- 
ute, 


ARTICLE V 
Dues 


Section 1. Subsequent to their election 
Members shall not be entitled to a certificate 
or any other benefits until the initiation fee, 


if any, and dues for at least twelve months 
have been received by the Institute. Failure 
to make such payment within ninety days of 
notice of election shall void the election to 
membership. 


All dues become payable on January Ist of 
each year and in case of memberships accept- 
ed subsequent to that date dues for the sec- 
ond year will be adjusted on a quarterly pro- 
ration. 


SECTION 2. The Annual membership dues 
of Members shall be $20.00. 


SEcTION 3. The annual membership dues 
of Affiliates shall be $10.00. 


SEcTION 4. Each application for admission 
in the grade of Member shall be accompanied 
by a $5.00 examination fee, non-returnable. 


SECTION 5. Five dollars ($5.00) of the an- 
nual membership dues provided for in Sec- 
tions 2 and 8 of this Article, is for annual 
subscription to The Journal of the American 
Institute of Real Estate Appraisers of the 
National Association of Real Estate Boards. 


ARTICLE VI 


Resignations, Suspensions, Expulsions, and 
Reinstatements 


All resignations of members 
shall be made to the Governing Council in 
writing and may be accepted by them on a 
majority vote subject to the payment of all 
outstanding dues and obligations of the re- 
signing Member or Affiliate. 


SECTION 1. 


SecTION 2. Any Member or Affiliate may 
be suspended or expelled for professional 
misconduct by a two-thirds vote of the Gov- 
erning Council. 


SecTION 8. Any Member or Affiliate who 
shall be convicted of a crime which, in the 
opinion of the Governing Council, involves 
moral turpitude, shall, upon the passage by 
the Governing Council of a resolution declar- 
ing the crime for which he has been convicted 
to be of such character, be thereupon dropped 
from membership in this Institute. 


SecTion 4. Any Member or Affiliate who 
fails to pay his dues or other indebtedness to 
the Institute within 90 days after the same 
become due shall cease to receive “The Jour- 
nal,” official notices, or any other mailings of 
the Institute. He may at the end of such time 
be suspended by a majority vote of the Gov- 


* erning Council and shall then no longer be 


in good standing. Immediately upon suspen- 
sion, all rights and benefits of membership 
shall terminate until the delinquency is cured. 
If any indebtedness to the Institute remains 
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unpaid for 6 months after the same becomes 
due, his name shall be dropped from the rolls, 
unless the time of payment shall have been 
extended by the Governing Council. The 
President in his discretion may extend such 
6 months period until, but not beyond, the 
next regular or special meeting of the Gov- 
erning Council. 


SEcTION 5. The Governing Council may 
temporarily suspend the annual payment of 
dues by any Member or Affiliate whose cir- 
cumstances have become such as to make it 
impossible for him to pay the dues, and may, 
under similar circumstances, waive the whole 
or part of the dues in arrears. Such action 
shall be taken only on the written application 
of the Member or the Affiliate, signed by 
three other Members in good standing or 
upon the submission of evidence satisfactory 
to the Governing Council that the action is 
for the best interests of the Institute. 


Section 6. Any Member or Affiliate 
dropped from membership for any reason 
other than one of a disciplinary character, 
shall be reinstated to good standing only by 
a majority vote at a meeting of the Govern- 
ing Council. Any Member or Affiliate dropped 
or expelled from membership as a result of 
the exercise of the disciplinary authority 
delegated to the Governing Council, or pos- 
sessed by the Institute, shall be reinstated to 
good standing only by a three-fourths vote 
of the entire Governing Council. In all cases 
involving reinstatement, written application 
must be made by the candidate and approved 
by the Admissions Committee. 


SECTION 7. Any member who resigns, is 
suspended, or is dropped from the roll of 
membership, shall immediately return his 
Certificate, his Emblem, and any other mark 
of identity as a member of the American In- 
stitute of Real Estate Appraisers. Upon fail- 
ure to return those evidences of membership 
upon demand by the Governing Council, the 
President or Governing Council may cause 
notice of such expulsion to be given publicity 
thru paid advertising or news items in the 
papers local to the member’s business address 
and also cause to be brought any legal action 
necessary to acquire these marks of identi- 
fication which are the property of the Insti- 
tute. 


ARTICLE VII 


Governing Council 


SEcTION 1. There shall be a Governing 


Council consisting of a minimum of sixteen 
and a maximum of twenty-eight Members, one 
of whom shall be appointed by the Board of 
Directors of the National Association of Real 









Estate Boards, and the balance of whom shall 
be elected by the Institute from among its 
membership. 


SECTION 2. One-third of the elective mem- 
bers of the Governing Council shall be elected 
at each annual meeting to serve for a term of 
three years (except that at the first annual 
meeting of the Institute five shall be elected 
to serve for a term of one year, five to serve 
for a term of two years, and five to serve for 
a term of three years). 


ARTICLE VIII 


Nominating Committee 


SECTION 1. The President, by and with 
the consent of the Governing Council, shall 
appoint a Nominating Committee, consisting 
of five Members of the Institute. 


SECTION 2. It shall be the duty of this 
Nominating Committee to nominate at least 
one person for each vacancy in the Govern- 
ing Council of the Institute, which nomina- 
tions shall be reported by mail to all Members 
of the Institute at least three weeks prior to 
its annual meeting. Additional nominations 
may be made by a petition signed by at least 
five Members in good standing provided such 
nominations shall be in the hands of the Sec- 
retary of the Institute at least five days prior 
to the annual meeting. 


The report of the Nominating Committee 
and any additional nominations shall be read 
at the first meeting of the annual meeting for 
the information of the Members. 


ARTICLE IX 
Election of the Governing Council 


SECTION 1. The annual election of one- 
third of the elective members of the Govern- 
ing Council shall take place at the second 
session of the annual meeting of the Institute. 


SECTION 2. The election shall be by ballot 
and every Member in good standing present 
shall be entitled to one vote. 


SECTION 3. The Chairman shall appoint 
three tellers who shall make a tabulation of 
the ballots and report to the meeting the re- 
sult of the votes cast. The Members receiving 
the highest number of votes for the Govern- 
ing Council shall be declared elected and the 
tellers will so certify in writing to the Secre- 
tary of the Institute, giving the number of 
ballots cast for each nominee. Any tie vote 
shall be decided by a majority ballot of the 
members of the Governing Council, that is, 
the newly elected members and those continu- 
ing in office. 


SecTION 4. The Governing Council by ma- 
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jority vote shall elect members to fill any va- 
cancies occurring between annual meetings 
and each person so elected shall hold office 
until the vacancy is regularly filled at the 
next annual meeting. 
ARTICLE X 
Officers 

Section 1. The Governing Council shall 
elect from among its own number a President 
and Vice-President. These officers shall also 
be respectively President and Vice-President 
of the American Institute of Real Estate Ap- 
praisers. The duties of these officers shall be 
such as usually pertain to their respective of- 
fices. 


SecTIoN 2. The chief executive officer of 
the Institute, shall, by virtue of his office, be- 
come a member of the Board of Directors of 
the National Association of Real Estate 
Boards. 


SecTIoN 3. The Secretary and the Treas- 
urer of the National Association of Real Es- 
tate Boards shall be the Secretary and Treas- 
urer respectively of the American Institute 
of Real Estate Appraisers. All funds of the 
Institute, including any special funds contrib- 
uted to it by its members or others, shall be 
deposited in the treasury of the National As- 
sociation of Real Estate Boards by the Treas- 
urer and shall be segregated for the use of 
the Institute. The Treasurer shall make due 
accounting to the Governing Council of the 
Institute at least once each year. 


ARTICLE XI 
Fiscal and Elective Years 
SecTION 1. The fiscal year and elective 
year of the American Institute of Real Estate 
Appraisers shall conform to those of the Na- 
tional Association of Real Estate Boards. 


ARTICLE XII 
Standing Committees 


SECTION 1. The standing committees shall 
be as follows: Executive Committee, Admis- 
sion Committee, Local Chapters Committee, 
Membership Committee, Legislative Commit- 
tee, Publicity Committee, Appraisal Proced- 
ure Committee, Statistical Committee, Disci- 
plinary Committee, Program Committee. 


SEcTION 2. Appointment and Duties. 


a. Appointment. Each of the above com- 
mittees shall consist of two or more 
Members of the Institute, except as 
otherwise herein provided. They shall 
be annually appointed by the Presi- 
dent by and with the consent of the 
Governing Council. 


b. Duties. The duties of these commit- 
tees shall be defined by the instruc- 
tions they shall from time to time re- 
ceive from the President of the Gov- 
erning Council. 


ARTICLE XIII 
Special Committees 
SECTION 1. Special committees may be ap- 
pointed by the President, subject to the ap- 
proval of the Governing Council, to perform 
such services as may be assigned to them. 


ARTICLE XIV 
Local Chapters 

SECTION 1. For the purpose of affording its 
members better opportunities for close co- 
operation, discussion of various phases of real 
estate appraising, and local control, the Gov- 
erning Council of the American Institute of 
Real Estate Appraisers may under such rules 
and regulations as it may adopt establish 
such local chapters as may be deemed advis- 
able or necessary. These local chapters shall 
be known as “Chapters of the American In- 
stitute of Real Estate Appraisers of the Na- 
tional Association of Real Estate Boards” and 
shall each be given an identifying number in 
the order of their establishment. 

SEcTION 2. Upon the application of not 
less than fifteen Members in good standing, 
the Governing Council may grant authority 
for the establishment of local chapters with 
limits defined geographically by the Govern- 
ing Council, such authority to continue at the 
pleasure of the Governing Council and to be 
revocable by the Council under such rules as 
to quorum and vote as are elsewhere set forth 
for the expulsion of a Member. Such local 
chapters shall always have not less than fif- 
teen resident Members in order to maintain 
the continuity of their existence. The Govern- 
ing Council may, however, at its discretion 
grant a special dispensation for permitting 
the formation of a chapter with a member- 
ship below the minimum number established 
in the By-Laws. 

SECTION 3. These chapters shall have the 
right to elect a Chairman and other officers 
and committees and to assess dues necessary 
for their proper functioning. The actions of 
such local chapters shall at all times be sub- 
ject to the approval of the Governing Council 
of the American Institute of Real Estate 
Appraisers of the National Association of 
Real Estate Boards and shall at all times re- 
main subject to the Constitution and By-Laws 
of the American Institute of Real Estate Ap- 
praisers of the National Association of Real 
Estate Boards. Local chapters may not speak 
for the Institute without prior specific author- 
ization from the Governing Council. 

























Se 










Bet RS SST UB RS ee OTS 









































174 





Tue JOURNAL OF THE AMERICAN INSTITUTE OF REAL EstaTE APPRAISERS 





SEcTION 4. It shall be the sole right of the 
Governing Council to divide or subdivide the 
territory included in the jurisdiction of any 
chapter if and when such action may be 
deemed advisable. In the establishment of 
new chapters made up from the territory of 
former chapters, there must be at least 15 
members, providing, however, that the found- 
ing of the new chapter shall not reduce the 
membership of the original chapter below the 
minimum of 15 members. 


Excepting for this said restriction, noth- 
ing within this section shall be interpreted to 
mean that any new chapter or chapters may 
not include one or more members who were 
formerly members of the chapter from whose 
territory the new chapter is created. 


ARTICLE XV 
Meetings and Quorums 


SECTION 1. The annual meeting of the 
American Institute of Real Estate Appraisers 
shall be held at the same time and place as 
the annual meeting of the National Associa- 
tion of Real Estate Boards. Other meetings 
may be called by the Governing Council of 
the Institute from time to time. 


SEcTION 2. All meetings of the Institute 
shall be open to all members of the National 
Association of Real Estate Boards, provided, 
however, that only Members and Affiliates 
duly enrolled in the Institute shall be entitled 
to the privileges of the floor, to participate 
in the discussions, and only Members to vote 
or to hold office. 


SEcTION 38. Those Members present after 
due notice of not less than two weeks prior 
thereto shall constitute a quorum for any an- 
nual meeting. 


Section 4. A quorum for any special 
meeting shall consist of 60 per cent of the 
Members in good standing when present ei- 
ther in person or by proxy. All Members are 
to be notified by mail sent out at least two 
weeks prior to the date of any special meet- 






e 


o 





ing of any decisions to be made at the meet. 
ing. Any decisions made at a special meeting 
without such prior notice shall not be fina] 
until confirmed at the next annual meeting or 
at a subsequent special meeting following due 
notice of the action to be considered. 


ARTICLE XVI 
Limitation of Liability 


SECTION 1. The National Association of 
Real Estate Boards shall not assume any lia- 
bility for expenditures or commitments of 
the American Institute of Real Estate Ap. 
praisers unless such expenditures or commit- 
ments shall first have been approved by the 
Board of Directors of the National Associa- 
tion of Real Estate Boards. 





ARTICLE XVII 


Territorial Appraisal Limitations 


SECTION 1. Appraisals made by a Member 
of this Institute outside of his own Board city 
or metropolitan area for the purpose of sell- 
ing a bond issue to the general public shall be 
made in conjunction with a fellow Member 
of the Board city or metropolitan area where 
the property to be appraised is situate; pro- 
vided, however, that there is such an Institute 
Member in such city or metropolitan area. 


ARTICLE XVIII 
Amendments 


SECTION 1. These By-Laws may be amend- 
ed by the Governing Council of the American 
Institute of Real Estate Appraisers by a two- 
thirds vote of the Members present, provided 
thirty days’ notice in advance shall have been 
given to all Members of the intention to 
amend, together with a written copy of the 
proposed amendments, and provided further 
that such amendments be approved by the 
Board of Directors of the National Associa- 
tion of Real Estate Boards before they be- 
come effective. 
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Long Beach 
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409 Security Building 
J. C. HOFFMAN 807 F. & M. Bank Bldg. 
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409 Security Building 
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Los Angeles 
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6785 Whitley Terrace 
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8703 Santa Monica Blvd. 
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819 J. Street 
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HENRY MUSCH. JR 
JOHN T. SLOAN 


Stamford 
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act E. DOYLE 
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1112 1st Street 
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Miami 
HOLLIS BUSH 711 Ingraham Bldg. 
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ADRIAN McCUNE 1017 Security Building 
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482 Main Street 





Tampa 
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P. O. Box Q 
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Atlanta 
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ROBERT R. OTIS 
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ORE 38 S. Dearborn St. 

140 S. Dearborn Street 
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116 S. Dearborn St. 

+2842 Eastwood Ave. 

7 S. Dearborn Street 
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86 S. State St. 
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RALPH V. FIELD 
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OSCAR SODERQUIST 
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22 Maple Ave. 





Garv 
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AMES R. DAVIDSON 
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GEORGE N. BECKER. 
SAMUEL C. ENNIS 


Indianapolis 


GEORGE A. KUHN 
FRANK B. McKIBBIN 


504 Broadway 
504 Broadway 


7407 Jackson Ave. 
lst Trust Bldg. 





706 Guaranty Building 
129 E. Market St. 


Des Moine 
ARTHUR *s. KIRK 


Sioux City 
WILLARD L. FROST Security Bank Building 


KANSAS 


900 Grand Avenue 





Hutchinson 
J. C. McNAGHTEN 
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Shreveport 


T. S. NEAL 830 Ricou-Brewster Bldg. 
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MARYLAND 
Baltimore 


OREGON MILTON DENNIS....New Amsterdam Bldg. 
-100 E. Pleasant Street 
-2 E. Lexington Street 
.2 E. Lexington St. 
6 N. Charles Street 







CHARLES H. STEFFEY... 
Bethesda 
H. WENDELL FITZGERALD.................. P. O. Box 53 


MASSACHUSETTS 
Reston 


aaasatuesocccensencsesessiensened 45 Milk Street 
eahaces 18 Tremont Street 
JAMES D. HENDERSON catia 209 Washington Street 
NORMAN W. KENNY, C. W. Whittier & Bro..... 
82 Devonshire Street 









Fall River 
J. FREDERICK BECKETT.......... 49 Purchase Street 
MYER MARKELL — Block 
EVERETT N. SLADE, John P. Slade & Son........ 
7N. Main Street 











Lowell 

JOHN C. PERCIVAL 386 John St. 
Worcester 

» Fo AD | |) REE 2 Foster Street 


MICHIGAN 


Grand Rapids 
J. G. LLOYD ALEXANDER.......... 616 Murray Es 
ISAAC R. BLANDFORD....3331 College Ave., N. 
LEON T. CLOSTERHOUSE....; Si tinaudesatanupantpnigsanern 
American Home Security Bank 
HARRY J. FULLER... «The Michigan Trust Co. 
WALTER S. PALMER........104 Federal Square Bldg. 
ARENT VAN STENSE 
1006 Grand Rapids Sav. Bk. Bldg. 
CHARLES H. WARDEN....425 American Bank Bldg. 


Pontiac 




















PARE, A. BEERI...ccccccccccccsse First National Bank Bldg. 
MINNESOTA 
Minneapolis 
NORMAN L. NEWHALL.......... 519 Marquette Avenue 
EDWIN L. SOMERVILLE......1478 N. W. Bank Bldg. 
MISSOURI 
Clayton 
NORMAN B. COMFORT...........:0+00+ 18 No. Meramec 
St. Louis 


W. C. BERNARD 817 N. 11th Street 
WILLIAM W. tt ecseccccsscsecsees 803 Chestnut Street 


-801 Chestnut Street 
OTTO J. DICKMANN.. 628 Chestnut St. 
CHESTER A. DOUGHERTY. 109 N. 7th St. 
JOHN H. FARISH Chestnut Street 
JOSEPH W. HANNAUER.... 














7 
----811 Chestnut Street 
40 Washington Terrace 
706 Chestnut Street 














NEBRASKA 
Omaha 
Cc. D. are isiunuiaacasenenntin 1221 City National Bank 
LEWIS C. SHOLES... 305 Paterson Building 
CLINTON B. STUHT..cccscccsesssesss Aquila Court Building 
NEW JERSEY 
Butler 
FRANK B. FAY, JR Fayson Lake 
Camden 
RALPH D. panes 924 Broadway 
W. W. CHALMERG............0000+ 7th and Market Streets 


WAYLAND Pe CRA MEB...00000200000000 525 Cooper Street 
J. WILLIAM MARKEIM........ 4th and Federal Streets 





ABRAHAM J. ROSENFELD.............. 207 N. 6th St. 
PHILIP ZINMAN 838 Arch St. 
Ea-t Orange 


FRANK H. TAYLOR 


520 Main Street 
HARRY A. TAYLOR 


520 Main Street 



































Elizabeth 

ey K. LEEDS 10 Westfield Av 

B. MILLER 215 Broad Stren 

BURTON SROMPSON. Ldsauichsdaiacelsenneneneiiannn 18 W. Jersey 

MAX TIEGE 207 Broad Street 
Hackensack 

ISIDORO QUINTANA...........cc0000+ Court House Square 
Jersey City 

GEORGE E. DUGAN.................. 345 Central Avenue 

PERCY A. GADDIS...... 80 Journal Square, Room 300 

D. ft <a 700 Bergen Ave, 
Linden 

JOHN FEDOR 540 S. Wood Avenue 
Metuchen 

Ay. > ee eee: Main and Middlesey 
Newark 

MURRAY APFELBAUM.................. 786 Broad Street 

JOHN J. BERRY 930 Broad Street 

JOS. L. FEIBLEMAN..............000 17-19 William Street 

FRANKLIN HANNOCH, Fiedler Corp....... 14 Park Pl, 

LOUIS HERMAN 60 Park Place 

SOREN A, TsRPOPUIET Ta cccccccccccscesccccsees 29 Elizabeth Street 

GR OER: 988 Broad Street 

JOEL L. SCHLESINGER..............00++ 81 Clinton Street 

HARRY J. STEVENG........cccccccces 478 Central Avenue 


New Brunswick 
JAS. A. O’CONNELL 


Perth Amboy 


392 George St. 



















MORRIS GOLDFARB.................. 279 Madison Avenue 
Ridgewood 
SAMUEL S. WALSTRUM 
Rutherford 
CHARLES A. VAN WINKLE...... 1 and 2 Station Sq. 
THEODORE VAN WINKLE.......... 1 and 2 Station Sq. 
NEW YORK 
Brooklyn 
STEPHEN F. BARRERA................ 191 Joralemon St. 
GEORGE BAUR 2609 Clarendon Rd. 
JAMES B. FISHER 160 Remsen Street 
GEORGE H. GRAY.........cccccccsceseseees $10 Ashland Place 
BERNARD F. HOGAN. ..........00..0000088 431 Fifth Avenue 
ARTHUR J. HORTON... -.1214 Flatbush Ave. 
GEORGE S. HORTON............c0.ce000++ 59 Lafayette Ave. 


ye - ——_, Ree 158 Remsen Street 
JAMES F. * MATTHEWS... 215 Montague Street 
es, eee 798 Nostrand Ave. 
CHARLES PARTRIDGE... .397 Flatbush Avenue 








EW Be. POT IIB .cccccssccccescesssccocesss 32 Court Street 

FENWICK B. SMALL 1124 Myrtle Ave. 

Ss 162 Remsen Street 
Buffalo 

A. P. ALLINGHAM.............cccccseeseeeee 63 Niagara Street 

PERCIVAL V. BOWEN. --1006 Ellicott Sq. 





WALTER W. COHN.......ccccsssssscsssresceel 55 Pearl Street 
CUTHBERT E. REEVES......2202 Liberty Bank Bldg. 


Jomaion, LL 


OP ge aa 89-70 162nd St. 
GRANVILLE | 160-09 Jamaica Ave. 
Mechanicville 


FRANZ H. MOAK 


Mount Vernon 
ROBERT A. ANDERSON...... 
EDWARD H. HUFNAGEL.. 


New York City 
HARRISON S. COLBURN. 
A. N. GITTERMAN...... 
BRACTON GOLDSTON 
FRANK D. HALL 
ROBERT HUNTLEY... 
PHILIP W. KNISKER 


37 N. Main Street 





84 E. 1st Street 
.28 E. 1st Street 






.-.-80 Church Street 

45 E. 49th Street 
..22 E. 40th Street 
393 Seventh Ave. 
nanos 67 Liberty St. 
101 Park Avenue 












IRVING I. ROSENBAUM................0.++. 384 Broadway 
Rochester 

ABRAHAM BERGHASH....130 Clinton Avenue, So. 
Yonkers 

EDWARD C. HEALD. ............0sccccceess 20 So. Broadway 


PAUL WEGENER 2 Hudson Street 
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NORTH CAROLINA 


arlotte 
& 111 Hermitage Road 


1. HENDERSON 


° tai Salem 
CHARLES G. FLEETWOOD 
Cc. S. NOBLE.. 


513 Reynolds Bldg. 
674 Manly St. 





Akron 
CLAUDE L. en 
JOHN C. KYL 
W. F. Rt hy 
Alliance 
L. D. SCRANTON 


Cant 
ARK HAMBLETON 417 Mellett Building 
WILLIAM J. UEBELHART 801 Mellett Building 

Cincinnati 
HOWARD R. BURGESS 


1185 Brown St. 
520 S. Firestone Boulevard 
109 S. Main Street 





841 E. Main Street 


104 Neave Bldg. 
Neave Bldg. 

1142 Herschel Ave. 
JOHN H. FREY 1384 Herschel Avenue 
JAMES J. GROGAN.......... S. W. Cor. 5th & Main Sts. 
JOSEPH B. HALL 85 E. 7th Street 
ALBERT J. MAYER 1010 1st Nat.. Bank Bldg. 
Pp. LINCOLN MITCHELL..S.W. Cor. 5th & Main Sts. 
RUSSELL PRICE...... S. W. Corner 5th & Main Sts. 
WALTER S. ee S. W. Cor. 5th and Main 
LEWIS R. SMIT .409 American Bldg. 
JOHN B. SPILKER 104 Neave Bldg. 


Cleveland 





1425 Williamson Building 
65 


600 Union Trust Building 
..420 National City Bk. Bldg. 
1105 Chester Avenue 
1228 Schofield Building 
1930 Union Trust Bldg. 
1930 Union Trust Bldg. 


ALEXANDER S. TAYLOR.... 
Vv. C. TAYLOR, II 


Lakewood 

TALMADGE D. AUBLE 
Springfield 

HARRY S. KISSELL 
Toledo 


15509 Madison Ave. 
927 First Natl. Bank Bldg. 


707 Ohio Bank Bldg. 
609 Madison Avenue 
725 Adams Street 


PENNSYLVANIA 
Bethlehem 


WILLIAM C. BADER 


Harrisburg 
EVAN J. MILLER 


Lancaster 
HARRY W. BUTTS 


Lansdowne 
W. RAYMOND EVANS 


Philadelphia 
PHILIP N. ARNOLD 1324 Walnut St. 
BOYD T. BARNARD 123 S. Broad Street 
E. L. CARLSON, The Fidelity Mutual Life Ins. Co. 

The Parkway at Fairmount Avenue 
C. HARRIS COLEHOWER 
SAMUEL T. HALL 
C. HARRY JOHNSON 
SAMUEL C. KANE 
S. CRAIG KANE, JR... 
WILLIAM I. MIRKIL.. 


Odd Fellows Bldg. 
2183 Locust St. 
24 E. Orange Street 


19 N. Lansdowne Ave. 


5942 Chestnut St. 
1500 Locust Street 
1307 Packard Bldg. 
.511 Land Title Bldg. 
..511 Land Title Bldg. 
1500 Walnut St. 





ROBERT J. NASH 
J. WILLISON SMITH... 
AMBROSE J. aaa 
Pinched 
CREE, Jr 


Wilkes-Barre 
702 Deposit & Sav’gs Bk. Bldg. 
EDWARD L. LEWITH 428 Miners Bank Bldg. 


1214 Locust St. 
15th & Locust Sts. 
..100 So. Broad Street 
6 Land Title Building 
1420 Walnut Street 








211 Fourth Avenue 


RHODE ISLAND 
Providence 


HAL FORRESTER COOMBS 
JAMES DEVINE 


211 Waterman St. 
801 New Industrial Tr. Bldg. 


TENNESSEE 
Nashville 
. 209 Warner Bldg. 
J. W. GRAHAM 


411 Nichol Bldg. 





Salt Lake Cit 


ty 
EDWARD M. ASHTON 82 South Main Street 


VIRGINIA 
Richmond 
723 East Main Street 
710 E. Main Street 
18 N. 8th Street 
924 East Main Street 
1013 E. Main St. 


JOHN SLOAN 
J. GUTHRIE SMITH 
MORTON G. THALHIMER... 





WASHINGTON 
Walla Walla 


Cc. C. CONNER 1st Natl. Bank Bldg. 


WEST VIRGINIA 
Bashé 


Ss. W. FLORENCE 


Charleston 
CHARLES UHRIG 
Box 1019, Charleston Natl. Bank Bldg. 


309 Peery Building 





WISCONSIN 


HENRY H. BUSH, Stanley C. Hanks Co 
$11 State Street 





Milwaukee 


K. LEE HYDER 525 E. Michigan St. 


CANADA 
Hamilton, Ontario 
CYRIL R. DeMARA 
London, Ontario 
BERT WEIR 


Toronto, Ontario 
FRANK McLAUGHLIN 


405 Bank of Commerce Bldg. 
156% Dundas Street 


34 King Street, West 








